a 


Dean 
Astin 


Far eina res 


t 


fea ois 


Ae 
tafat 


SRN ENE 
BER > 


Naa teat S| 
hea ay 


Digitized by the Internet Archive 
in 2024 with funding from 
University of Toronto 


https://archive.org/details/39040914040143 


i+ 


Catalogue no. 89-553-XPB 


Labour Markets, Social Institutions, 
and the Future of Canada’s Children 


Edited by 
Miles Corak 


Statistics Canada and Statistique Canada et ase 
Human Resources Development Canada Développement des ressources humaines Canada Canada 


Data in many forms 


Statistics Canada disseminates data in a variety of forms. In addition to publications, both 
standard and special tabulations are offered. Data are available on the Internet, compact disc, 
diskette, computer printouts, microfiche and microfilm, and magnetic tape. Maps and other 
geographic reference materials are available for some types of data. Direct online access to 
aggregated information is possible through CANSIM, Statistics Canada’s machine-readable 
database and retrieval system. 


How to obtain more information 


Inquiries about this publication and related statistics or services should be directed to: Analytical 
Studies Branch, Statistics Canada, Ottawa, Ontario, K1A OT6 (telephone: (613) 951-9047, fax 
(613) 951-5403, e-mail: coramil@statcan.ca) or to the Statistics Canada Regional Reference 
Centre in: 


Halifax (902) 426-5331 Regina (306) 780-5405 
Montréal (514) 283-5725 Edmonton (403) 495-3027 
Ottawa (613) 951-8116 Calgary (403) 292-6717 
Toronto (416) 973-6586 Vancouver (604) 666-3691 
Winnipeg (204) 983-4020 


You can also visit our World Wide Web site: http://www.statcan.ca 


Toll-free access is provided for all users who reside outside the local dialing area of any of 
the Regional Reference Centres. 


National enquiries line 1 800 263-1136 
National telecommunications device for the hearing impaired 1 800 363-7629 
Order-only line (Canada and United States) 1 800 267-6677 


Ordering/Subscription information 
All prices exclude sales tax 


Catalogue no. 89-553-XPB, is published as a standard paper product for $35.00 in Canada. 
Outside Canada the cost is US$35.00. 


Please order by mail, at Statistics Canada, Dissemination Division, Circulation Management, 
120 Parkdale Avenue, Ottawa, Ontario, K1A OT6; by phone, at (613) 951-7277 or 1 800 770-1033; 
by fax, at (613) 951-1584 or 1 800 889-9734; or by Internet, at order@statcan.ca. For changes 
of address, please provide both old and new addresses. Statistics Canada products may also 
be purchased from authorized agents, bookstores and local Statistics Canada offices. 


Standards of service to the public 


Statistics Canada is committed to serving its clients in a prompt, reliable and courteous manner 
and in the official language of their choice. To this end, the agency has developed standards of 
service which its employees observe in serving its clients. To obtain a copy of these service 
Standards, please contact your nearest Statistics Canada Regional Reference Centre. 


Statistics Canada 


Labour Markets, Social Institutions, 
and the Future of Canada’s Children 


Edited by 
Miles Corak 


Published by authority of the Minister responsible for Statistics Canada 
© Minister of Industry, 1998 

All rights reserved. No part of this publication may be reproduced, stored 
in a retrieval system or transmitted in any form or by any means, elec- 
tronic, mechanical, photocopying, recording or otherwise, without prior 
written permission from Licence Services, Marketing Division, Statistics 
Canada, Ottawa, Ontario, Canada, K1A OT6. 

November 1998 


Catalogue no. 89-553-XPB 
Frequency: Occasional 


ISBN 0-660-59384-X 


Ottawa 


Note of appreciation 


Canada owes the success of its statistical system to a long-standing part- 
nership between Statistics Canada, the citizens of Canada, its businesses, 
governments and other institutions. Accurate and timely statistical infor- 
mation could not be produced without their continued cooperation and 
goodwill. 


Canadian Cataloguing in Publication Data 
Main entry under title: 
Labour Markets, Social Institutions, and the Future of Canada’s Children 


Text in English and French with French text on inverted pages. 
ISBN 0-660-59384-X 
CS89-553-XPB 


1. Youth — Canada — Social conditions. 

2. Youth — Canada — Economic conditions. 

3. Youth — Employment — Canada. 

4. Labour market — Canada. 

5. Income distribution — Canada. 

6. Canada — Social conditions — 1991-. 

|. Corak, Miles R. (Miles Raymond), 1958-. 

ll. Statistics Canada. 

lll. Title. 

IV. Title: Les marchés du travail, les institutions sociales et l'avenir des enfants au Canada. 


HQ799.C3 L32 1998 305.23'0971 C98-988017-6E 


ZAB RAR S 


DEC 15 1998) 


G ey 4 


The paper used in this publication meets the minimum requirements of 
American National Standard for Information Sciences — Permanence of 
ae for Printed Library Materials, ANSI Z39.48 — 1984. 


Table of Contents 


Beace Ald ACKNOWICKGCMEONUS oss snnttectitin stlassaTi: feariednernearmemmaiive gs snmneesadtleeBh. odie: V 


ENTIRE a BL, NITE eee SN Gg 8 et OEE FORME) SUES SIRI OL re oF WCRI Ts ee le On eee a vil 
ARTHUR KROEGER 


SRLTAL CLO S ere nee Eh tu ee aes... te eee font. id he xi 
Chapter 1 
SE CICLIOLYS. Se ee ee Be Ds a a eS ee 1 


Mites Corak 


Chapter 2 

Markets, Families and Social Transfers: 

Trends in Low-Income Among theYoung and Old, 1973-95 ...........ceeeeeees ay 
GARNETT Picot, JOHN MyLes AND WENDY PyPerR 

Chapter 3 

The Declining Labour Market Status of Young Men ...........::::c:eccccceseereceeenneeeeeees 31 
RENE Morissette 

Chapter 4 

Intergenerational Income Mobility in Canada ..........2....0. cece eeeeeeedeeeeeeeeeeeeeees Dd 


Nicoce M. Fortin AND SopHie LEFEBVRE 


Chapter 5 

How to Get Ahead in Life: Some Correlates of 

Intergenerational Income Mobility in Canada .....................cscccccccceneesnneseeeeeeeeeeees 65 
Mites Corak AND ANDREW HEISsz 


Chapter 6 

The Impact of Family Disruption in Childhood on 

Be ooOorapnic OUICOMeS nN <yOUNG AGUILNOOC ortce.. 2 eaceewstt sh... ere <<Go caeiaek: abet ecs 91 
CEétine LE Bourpais AND NicoLe Marcit-GRATTON 


Chapter 7 

Child Psychiatric Disorders, Poor School Performance and Social Problems: 

The Roles of Family Structure and LOW-INCOME’ ..............cccccscescesccccnesseseeceneueeess 107 
Martin D. Doocey, Lori Curtis, ELLEN L. LIPMAN AND Davib H. FEENy 


Chapter 8 


Intergenerational Aspects of Education and Literacy Skills Acquisition.............. 129 
PATRICE DE BROUCKER AND LAVAL LAVALLEE 


Chapter 9 
Health Care Utilization During the First Year of Life: 


The Impact of Social and Economic BackQround ¢...crescs:asappapersestaeuges > cena 


Tamara KNIGHTON, CHRISTIAN HouLe, JEAN-MARIE BERTHELOT AND Cam MusTARD 


Chapter 10 


Eternal Youth? Changes in the Living Arrangements of Young People --:......... 


Dominique Meunier, PauL BERNARD AND JOHANNE BOISJOLY 


Chapter 11 


Perspectives On POlICY ......:.....:cesescteseseerte eerste teers est seecnpscracae eet aaa aces 


Susan A. McDaniel, “Integenerational Equity: Policy and Data Implications” 
Bos BaLowin, “Intergenerational Equity: The Objectives of Policy” 


Preface and Acknowledgements 


The contributors to this book examine two broad 
themes related to the well-being of Canadian 
youth. First, they document the nature of the 
labour market facing young adults and how it has 
changed since the early 1970s. Second, the 
authors examine how families, communities, and 
the public sector influence some of the ways in 
which children become successful and self-reliant 
adults. The motivation for bringing these essays 
together has to do with the increasing importance 
of child well-being in public discourse and the 
development of public policy. 


It is a truism to say that good analysis 
requires good data, and certainly Statistics 
Canada’s role is to offer high-quality data in 
support of analysis and decision making. But the 
opposite is equally true, if not as obvious: good 
data requires good analysis. That is to say, new 
analytical developments often highlight the need 
to organize existing data in different ways, as well 
as the need for the development of new data. 
This is certainly one of several reasons that 
Statistics Canada has sought to develop a strong 
analytical capacity, and to maintain strong ties 
with the research community. 


This book contributes to this process in a 
number of ways. The approaches to analysis vary 
tremendously: some chapters are purely 
descriptive pieces, others adopt a variety of 
methods and analytical perspectives including 
economics, demography, sociology, and 
behavioural psychology. In all cases the authors 
push the available data to their limits, organize 
existing data in innovative ways, and even create 
and use entirely new data sources. But the 
book is also meant to contribute to the public 
policy process in what is an area of increasing 
importance. The intention is to offer policy 
makers, and Canadians at large, access to some 
of the most recent findings on the long term 
determinants of child well-being, highlighting the 
role of the family, community, and the state. 


A companion volume also published in 1998 
by Statistics Canada called Government 
Finances and Generational Equity examines the 
operation of government taxes and transfers from 
a generational perspective, focusing on the 
conduct of fiscal policy and the relative status of 
individuals in successive generations. Both books 
are based upon papers presented at a 
conference held at Statistics Canada in February 
1997. Funding for the conference was obtained 
from the Analytical Studies Branch of Statistics 
Canada, and the Applied Research Branch of 
Human Resources Canada. | would like to thank 
Stewart Wells of Statistics Canada and Allen 
Zeesman of Human Resources Development 
Canada for acting as co-sponsors. The 
conference represented an important first step 
in the process of reviewing and revising the 
papers for publication, and | would also like to 
thank the group of people who acted either as 
chairpersons, commentators, or referees: Bob 
Baldwin, Roderic Beaujot, Geoff Dougherty, Chris 
Ferrall, Jane Gentleman, David Gray, Ronald 
Hirshhorn, Guy Lacroix, Jim Lahey, Paul Lanoie, 
Dean Lillard, Huw Lloyd-Ellis, Mike McCracken, 
Susan McDaniel, Alice Nakamura, Lars Osberg, 
James Pesando, Suzanne Peters, Robin Rowley, 
William Scarth, Andrew Sharpe, Jean-Pierre 
Voyer, Ted Wannell, Brian Ward, Ging Wong, 
Allen Zeesman, and David Zimmerman. In 
addition, | would also like to thank Charles Beach, 
John Helliweli, and Shelley Phipps for 
participating in a session at the 1998 meetings 
of the Canadian Economics Association at which 
some of the chapters were presented and 
discussed, and to acknowledge comments and 
suggestions made by Philip Cross, Susan 
McDaniel, and John Myles on a first draft of 
Chapter 1. At the same time it should be noted 
that the views expressed in this publication are 
those of the authors, and should not be 
interpreted as representing the official positions 
of either Statistics Canada or Human Resources 
Development Canada. 


vi 


The organization of the conference and the 
publication of this book owes much to Valerie 
Thibault. | would like to thank her and Francine 
Simoneau, who were together responsible for the 
layout and design of the publication. Thanks also 
goes to Suzanne David, who did the French 
editing with great efficiency. Other members of 
the team contributing to this publication include 


staff from the Dissemination Division, and Agnes 
Thompson of Communications Division who 
helped organize the conference. 


Miles Corak 
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Foreward 


ARTHUR KROEGER 


What particularly stands out upon reading the 
chapters of this book and its companion volume 
is the extent of the changes that have taken place 
in Canada in recent decades, and that are still in 
train. Some of these changes are good news, 
but many are not. What is particularly sobering 
is the evidence that, some thirty years after Mr. 
Pearson’s government finished putting in place 
the main elements of our social programs, many 
social problems persist. Very large expenditures 
by governments have had mixed results, and in 
some areas we are losing rather than gaining 
ground. 


It is clear that in the past decade or so the 
pre-retirement cohort have sustained a number 
of reductions in the transfers that benefit them 
such as unemployment insurance, in addition to 
which governments have imposed a series of 
increases in taxation. The post-retirement cohort, 
on the other hand, have so far been left largely 
unscathed, and some of their benefits have 
increased as a result of indexation. However, the 
primary cause of the shift in the balance between 
the two groups is not excessively generous 
treatment of the elderly or any other action on 
the part of governments. Rather, it is the result 
of a number of trends in labour markets and the 
global economy which have worked to the 
detriment of the pre-retirement cohort. 


This is not to say that actions, and in some 
cases inaction, by governments have been 
unimportant. We are all aware of the enormous 
public debts that have been built up through some 
two decades of deficit financing. Also well known 
are various major unfunded liabilities in programs 
such as Ontario Workers’ Compensation, and the 
looming problems of financing the Canada/ 
Quebec Pension Plan in the next century. All of 
these represent significant burdens that will have 
to be borne in one degree or another by future 
generations. 


vii 


There are, however, several reassuring 
features about our current intergenerational 
problems. First, they are not in themselves 
particularly complex. Given sufficient political will, 
the solutions to them are relatively easy to 
discern. The same is not true of some other 
contemporary problems such as unemployment. 


Secondly, it has been demonstrated in the 
recent past that intergenerational problems are 
not so politically potent that no one dares deal 
with them. Witness, for example, the fact that 
seven provinces have balanced their budgets in 
recent years and some have now begun paying 
down their accumulated debt. They have also 
been joined by the federal government. In 
addition, the 1996 federal budget unveiled a set 
of measures to re-shape the Old Age Security 
program and to target resources on the elderly 
who are most in need. Most recently, we have 
seen the agreement by Ottawa and eight of the 
provinces to accelerate the schedule of Canada 
Pension Plan premium increases, so that those 
who are now in their forties and fifties will be 
required to make a greater contribution to the 
costs of the pensions they will draw in their 
seventies. Each of these measures has 
generated a certain amount of controversy, but 
what we have seen to date is far short of being a 
political firestorm. 


In assessing intergenerational equity, it is 
important to take account of private as well as 
governmental transfers. It is basic to most 
societies that parents support their children, and 
many in Canada continue to do so until quite late 
in life. Raising a family is not commonly thought 
of as a zero sum game, in which children upon 
reaching maturity spend amounts on their parents 
equal to what had been spent on them. In most 
cases, the private transfers that parents make to 
their children over a lifetime exceed what they 
receive in return. Moreover, these transfers are 


vill 


in many cases not offset by the sum of the 
transfers the elderly receive from governments 
over a lifetime. 


The virtual abolition of extreme poverty 
among elderly through government transfers 
should be regarded as a major success of 
Canadian social policy, and not as a 
contemporary problem. This is not to say that 
some adjustments to current programs such as 
those referred to above were not called for. 
However, the difficulties currently being 
experienced by the pre-retirement cohort are not 
primarily due to the benefits extended to the 
elderly, and would be only marginally alleviated 
even if these benefits were taken back to, say, 
1950s levels. Today’s adverse social trends need 
to be addressed in their own right, to the extent 
that governments can find effective means of 
dealing with them. 


The principal constraints on most 
governments today are fiscal, and they are 
particularly acute because of efforts across the 
country to bring expenditures into line with 
revenues. In most jurisdictions, a successful end 
to this painful process is now in sight, but in the 
near term governments are going to have only 
limited resources at their disposal. Views are 
divided on the subject of deficit reduction 
programs, and will no doubt continue to be so. 
However, one of the more compelling reasons 
for reducing government borrowing is to arrest 
the growth of debt charges in relation to 
government revenues, and thereby leave more 
resources to meet program needs in the medium 
term. 


When | was a Treasury Board official in the 
mid-1970s, debt service payments claimed 
approximately 12% of revenues. If federal 
governments had kept this ratio constant, that is 
if they had not allowed their borrowing to grow 
faster than their revenues over the ensuing 
decades, public debt charges would be some $30 
billion lower than they are today. There is much 
room for speculation on what a government could 
do with an extra $30 billion per year, whether to 
reduce taxes, to meet program needs, or to effect 
some combination of the two. However, one can 
at least take comfort from the prospect that this 
figure is now unlikely to grow to $40, $50 or $60 
billion in future years. 


A number of important trends are 
documented in the chapters of this book. Incomes 
are becoming more polarized, there is a 
pervasive sense of insecurity in the labour force, 
social mobility is still well short of what would be 


desirable, and a growing underclass is 
increasingly dependent on government 
programs. Substantial questions are now before 
us about the future prospects of the millions in 
our population who are ill educated and lacking 
in skills. This group has been particularly hard 
hit by forces such as rapid technological change 
and extensive re-structuring of industry. In 
addition, there is growing public concern about 
growing inequality, as the incomes of a small 
group at the top of the scale increase rapidly while 
those of the bulk of the population continue to 
stagnate. 


There is also some good news to be found 
in the following chapters. Literacy has increased 
sharply, and a far higher proportion of young 
people are now studying full time than was the 
case 15 or 20 years ago. Some 61% of young 
people are achieving levels of education higher 
than their fathers, and in the case of young 
women, the figure is 65%. The latter is especially 
good news. The fact that women are now a 
substantial majority in the post-secondary 
education system foreshadows an end to one of 
the longest standing inequities, which is the 
status that women have historically held in 
society. 


Overall, however, the picture of contempo- 
rary trends is far from reassuring. Some of the 
social issues documented in these chapters lend 
themselves to financial remedies. Examples 
include transfer programs to benefit low-income 
families, and support to the educational system 
on a scale sufficient to ensure that it will be 
accessible to students of limited means. As 
governments progressively bring their fiscal 
systems into balance, fields such as these will 
be important claimants on the additional 
resources that will become available through 
economic growth in future years. There are, 
however, some very important issues that cannot 
be dealt with simply by the application of money. 
Examples include inadequate use of preventive 
measures in the health field by low-income 
groups, the impact on children of family break- 
ups, and the growth of single parent families. 


Of all the issues currently facing policy 
makers none has more stubbornly resisted 
resolution than unemployment and the 
polarization of incomes in the labour force. The 
traditional approach of governments to 
employment has been to treat it as a by-product 
of sound economic management, and then to 
apply supplementary measures of one kind and 
another to directly encourage job creation. Today, 


there is pervasive evidence that these measures 
are not producing the results hoped for. 


Among the most widely remarked 
phenomena are persistent high unemployment, 
a stagnation in real incomes since the 1970s, a 
sharp decline in the incomes of young people, 
and growing dependence on transfer programs 
by those in lower paid, unskilled jobs. The growth 
in two-income earner families, and a general 
increase in levels of education, have mitigated 
but have been unable to fully offset trends of this 
kind. 


Adverse developments in the economy and 
in labour markets have been a major factor in 
generating the debate about intergenerational 
equity. The issue, however, is not that the elderly, 
viewed overall, are receiving too much, but that 
many of the young are having an increasingly 
difficult time. What has taken place is in effect a 
reversal of the traditional North American 
paradigm, in which each generation was 
expected to attain higher income levels than its 
predecessor, with a concomitant growth in overall 
social well-being. 


Whether this situation will be permanent or 
is merely transitory is a matter of much debate. 
There is no shortage of economists who hold that 
all will come right in the future. The fact that some 
have been saying this for many years does not 
mean they will not be proven right this time. But 
in the meantime governments are faced with 
serious problems. 


Unfortunately, policy makers are largely at 
a loss to know what actions to take. They are 
short of money. They are also constrained from 
many forms of intervention by international trade 
agreements and the high mobility of capital. 
Aggressive measures to redress growing 


inequalities in incomes, for example, carry a risk 
that they will drive investment out of the country. 


Most fundamental of all is the problem that 
there is today no agreed diagnosis of what has 
caused the various adverse trends affecting the 
labour force. There are any number of competing 
theories, about unemployment, polarization, and 
slow economic growth, but there is no broadly 
accepted body of analysis that could provide 
governments with a basis for confident action. 
The past two decades have provided more than 
a little evidence that budget deficits are not the 
answer to unemployment. Similarly, the 
limitations of measures such as industrial 
development grants and regional development 
programs are now well known, while multi-billion 
make-work programs are now. simply 
unaffordable. All of this leaves governments in a 
quandary. They are under pressure from the 
public to deal with unemployment, but while they 
recognize the need to “do something,” it is far 
from clear what that “something” should be. The 
answer to this question will not be found 
tomorrow. 


And this brings me to my final point. There 
has perhaps never been a time when 
governments were more in need of careful 
assessments and creative applications of data 
to assist them in dealing with complex and 
demanding social issues. Of these issues, inter- 
generational equity is one, but only one. For the 
foreseeable future, governments with their heavy 
burdens of debt will have only limited resources 
at their disposal. If they are to make effective use 
of their limited resources, they are going to need 
the best advice they can possibly get. And the 
basis for such advice is the kind of analysis that 
is presented in this book. 
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Chapter 1 


Introduction 


Mites Corak 


The well-being of children touches many dimen- 
sions of public policy, and has in fact risen higher 
and higher on the agenda of all governments. 
Indeed, it is increasingly a matter for all Canadi- 
ans for at least two reasons. The first has to do 
with the fact that labour markets over the course 
of the last two decades have changed dramati- 
cally in ways that are generally perceived to be 
detrimental to the young. It is often suggested 
that we are witnessing, for the first time in gen- 
erations, the coming of age of a group that can- 
not expect to attain a higher standard of living 
than their parents. The second reason has to do 
with a concern for the children of this genera- 
tion, since it is often assumed that experiencing 
low income as a child may predispose individu- 
als to a lifetime of low income. 


The research summarized in the chapters 
of this book sheds light on these two themes: 
how changes in labour markets affect the stand- 
ard of living of families with children; and how 
social institutions that redistribute income and 
well-being intergenerationally operate to ulti- 
mately determine the long-term status of children. 
Just how have younger cohorts fared relative to 
other groups in what appears to be a more tur- 
bulent labour market? To what extent, and how, 
have their families and public institutions sup- 
ported them? Have people from well to do fami- 
lies fared better? Those from lower income 
families worse? More generally, how are eco- 
nomic and social status transmitted between 
parents and their children? Is the labour market 
a rigidly stratified market in which higher income 
parents pass their economic status on to their 
offspring, and in which those from lower income 
families are trapped in a cycle of low-income? 
Or is there a great deal of fluidity, rewarding indi- 
vidual ability and motivation regardless of social 
and economic background? Besides income, 
what other aspects of a child’s background are 
important in this process, and what role do 


income transfers, and the education and health 
care systems play? 


It is surprisingly difficult to find definitive an- 
swers to these questions, yet they are central to 
the formation of government policy. The objec- 
tive of this book is to contribute to this search, to 
highlight some of the important information gaps, 
and to foreshadow some of the directions statis- 
tical agencies and policy makers might consider 
exploring. The major message to emerge is that 
the future of Canada’s children is both a good 
news, and a bad news story. Labour markets 
have changed dramatically, and on average it is 
now more difficult to obtain a strong foothold that 
will lead to increasing prosperity. Many young 
Canadians, however, are well prepared by their 
family and community backgrounds to deal with 
these new challenges, and as young parents are 
in a position to pass this heritage on to their chil- 
dren. However, this has not been the case for an 
increasingly larger minority, a group whose chil- 
dren in turn may face greater than average chal- 
lenges in getting ahead in life. 


1. Overview 


The authors of Chapters 2, 3 and 10 chart the 
degree of turbulence in labour markets, and how 
Canadians, particularly the young, have 
responded to these changes. In Chapter 2, Picot, 
Myles and Pyper document developments in the 
economic status of four generations since the 
early 1970s: children, young adults, the older 
working age population, and the elderly. Their 
analysis paints a broad picture of developments 
across generational lines, and offers an overview 
of the relative standing of children. How has the 
labour market treated each of these groups? And 
how have they coped with the changes in recent 
decades? The authors answer these questions 
by examining trends in low-income, and illustrat- 
ing the degree to which social transfers have 


buffered each of the groups from labour market 
turbulence. They also examine how families have 
adapted to these changes, the degree to which 
these responses have reduced the risk of low- 
income, and the extent to which they can con- 
tinue to reduce this risk in the future. 


Morissette focuses on the declining labour 
market status of young men in Chapter 3, 
examining trends in employment, earnings, wage 
rates, and the resulting chances of escaping low- 
income. Among other things he undertakes a 
detailed cohort analysis that contrasts the 
experience of men of various ages who came on 
to the labour market in the mid-1980s with those 
in similar age groupings who came on to the 
market in the mid-1970s. By following these re- 
spective cohorts for a period of up to ten years 
he is able to determine the extent to which the 
life-time earnings trajectory has changed in a 
permanent way. He also examines the length of 
time these groups can expect to spend in low- 
income. 


Meunier, Bernard, and Boisjoly present in 
Chapter 10 a complementary study that deals 
with three related aspects of the living 
arrangements of the young: housing and 
cohabitation; schooling; and work patterns. 
Paying particular attention to the changes that 
took place during the 1980s, they assess the 
extent to which moving away from home is 
delayed, the extent to which the transition to 
independence is characterized by a host of other 
changes, and the differences between young 
men and women. 


The labour market outcomes of the young 
are related to their family background in Chapters 
4 and 5. This research assesses the degree of 
equality of opportunity in the labour market during 
these turbulent times. To what degree and how 
have the young been prepared to become self- 
sufficient and successful adults? Will past and 
present inequalities be transferred to the next 
generation? Or, to put the issue in the way that 
Fortin and Lefebvre do in the opening sentences 
of Chapter 4, “Will the children of high income 
families achieve equally high income? Will the 
children of low income families become low 
income adults?” 


Fortin and Lefebvre’s objective is to accu- 
rately estimate the correlation between the in- 
comes of adults and the incomes of the families 
they were raised in. Their focus is on father-son 
and father-daughter income correlations, and 
how they have changed through time. They also 
offer some evidence on how both of these 
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correlations vary across the income distribution 
by tabulating what fraction of individuals raised 
in low-income families go on to have low-income 
as adults, and conversely what fraction of 
individuals raised by upper income families 
remain at the top of the income distribution in 
the next generation. 


Corak and Heisz develop this theme further 
in Chapter 5. While concerned with the degree 
to which being raised in a low-income family may 
permanently scar children, they also address the 
extent to which low-income per se contributes to 
disadvantage, or is a reflection of other underlying 
factors. They do this by examining three broad 
factors influencing labour market outcomes of 
children: the amount and composition of the 
father’s income; the characteristics of the 
neighbourhood; and the structure of the family. 


These two chapters are broad overviews of 
intergenerational relationships, but they do not 
address the underlying processes in full detail. 
They might also be considered to apply to a best 
case situation: families in which the father is 
present. The remaining analysis, Chapters 6 
through 9, attempts to fill in some of the details 
and omissions by examining just how families 
and communities prepare children for adulthood, 
and what role income plays in this process. The 
authors of Chapter 6 deal with the relationship 
between parental separation and divorce and the 
marital and fertility decisions of children; those 
of Chapter 7 examine how income and lone 
parenthood are related to psychiatric and social 
problems among children; in Chapter 8 the 
education of parents and the parenting strategies 
they adopt are related to the educational 
decisions of their children; and in Chapter 9 the 
authors assess the degree to which maternal 
education and family income influence the health 
care received by infants. 


Le Bourdais and Marcil-Gratton in Chapter 
6 note that the long-term economic well-being of 
children is related not only to how much income 
their parents had to raise them, but also the social 
attitudes that they passed on. In particular, they 
note that the current generation of youths are 
the first to be raised in an era of less stringent 
attitudes and legislation towards divorce, and 
contrast the marital decisions of children whose 
parents divorced or separated with those whose 
family environment was stable. Do the children 
of divorced parents have a higher likelihood of 
experiencing marital instability in their turn? Do 
they have a greater tendency to forego marriage 
altogether and prefer cohabitation? Do they bear 


more children at a young age? Given that the 
risk of low-income among children is strongly 
related to lone-parenthood, their study helps to 
pin down the extent to which young Canadians 
may be predisposed to raising children in 
economically deprived circumstances as a result 
of their inherited “social capital.” 


With this in mind, Chapter 7 explores the 
potential impact of lone-parenthood on the well- 
being of young children. Dooley, Curtis, Lipman, 
and Feeny examine a host of important 
behaviours reflecting that children get a troubled 
Start in life. These are grouped into three broad 
categories: psychiatric disorders, poor school 
performance, and social problems. They assess 
the relative role played by lone-parenthood and 
family income in the onset of these problems, 
and the degree to which higher income 
compensates for the absence of a parent. Their 
data also permit a limited assessment of the 
change in the incidence of the various 
behavioural problems from the early 1980s to the 
early 1990s. 


The background and child rearing strategies 
of parents come under further scrutiny in Chapter 
8 by de Broucker and Lavallée who examine the 
educational outcomes of the young as a function 
of their family background. Since educational 
attainment is an important determinant of 
economic and social standing, the authors 
examine the relative influence of parents and the 
educational system in determining the schooling 
obtained by both a recent and an older cohort of 
men and women. Among other things they are 
able to relate the education of these groups not 
only to the education levels of their parents, but 
also to a host of parenting strategies dealing with 
educational support. 


In Chapter 9 infant health during the first year 
of life is examined by Knighton, Houle, Berthelot, 
and Mustard who focus on the relative roles of 
family income and maternal education in how 
newborns are treated by the medical system, the 
type of care they receive, and the cost implica- 
tions. Their analysis is based upon a unique data 
set that links socio-economic information from 
the Census to the medical history of a group of 
newborns in Manitoba during the mid-1980s. 
Since the first few years of life are often consid- 
ered crucial to the development of children this 
study is important because it illustrates the rela- 
tionship between parental socio-economic sta- 
tus and the type of care newborns receive. 


Using the findings of the research in Chap- 
ters 2 through 10, Chapter 11 contains two con- 
tributions, one by Susan McDaniel and another 
by Bob Baldwin, that outline the implications for 
policy makers, the information gaps that remain, 
and that offer some directions for future research. 


2. Major Findings 


Labour market conditions have deteriorated 
for the young, particularly men, with the result 
that a much higher proportion are now part 
of the so-called “contingent” workforce. Their 
earnings capacity seems to have permanently 
deteriorated during the 1980s. 


Fewer young men participate in the labour 
market; fewer are employed; and a greater 
proportion are unemployed. In fact, over one-third 
of men aged 17 to 24 can be classified as 
belonging to the contingent workforce: either 
unemployed, employed involuntarily part-time, or 
holding non-permanent employment. Even the 
types of jobs held by full-time workers has 
changed. They are now more prevalent in lower- 
paid sectors like consumer services rather than 
in manufacturing and the public service. Up to 
30% of young men in 1981 worked full-time in 
manufacturing; by 1995 this was down to 23%. 
The numbers are almost reversed in consumer 
services: 23% worked in this sector in 1981, but 
33% in 1995. Further, the fraction of full-time 
workers in union jobs has fallen by half (from 33% 
to 15% between 1981 and 1995). 


The upshot of all of this is that young men 
(working full-time, and year round) earned in 1994 
the same as their counterparts in 1969 (in real 
terms). In contrast, 45 to 54 year olds are earning 
over 30% more than their counterparts of 25 
years ago. The earnings capacity of young men 
grew during the early to mid-1970s, began to 
deteriorate afterward, dropped tremendously 
during the 1981-82 recession, with no recovery 
since. (See Figure 3.1 in Chapter 3.) Young men 
coming onto the labour market between 1984 and 
1993 earned almost 11% less over this period 
than young men in the previous decade; in 
contrast, 35 to 44 year olds earned about 4% 
more (Table 3.7). These changes reflect a 
pervasive decline in the earnings capacity of the 
young regardless of industry, occupation, union 
status, and even the prevailing macro-economic 
climate (that is higher overall unemployment 
rates). Even if unemployment had been the same, 
youths in the 1980s would have started their 
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careers with earnings that were almost 20% lower 
than their counterparts ten years earlier. In es- 
sence, there has been a permanent deteriora- 
tion in the earnings capacity of young men. 


This has raised the risk that they and their 
children will fall into a state of low-income. 


The rate of low-income, based entirely upon mar- 
ket sources, among families with children 14 
years of age or younger was 20% up to about 
the early 1980s, but rose to over 25% by the mid- 
1990s. At the same time individuals over the age 
of 45 experienced no changes in the chances 
that they would obtain low market incomes 
(Figure 2.1). 


Government transfers went a long way in 
preventing the higher risk of low market 
incomes from being transferred into low 
family incomes. 


Even though the labour market earnings of 
families with young children fell during the 1980s 
and early 1990s, total family income—because 
of a substantial rise in the contribution of 
government transfers—did not. The labour 
market was the source of about 65% of total 
family income in the early 1970s, but about 30% 
in the mid-1990s. At the same time, transfers 
made up less than 40% of total family income in 
1973, but over 60% by the mid-1990s. As a re- 
sult low-income rates after taxes and transfers 
have remained essentially constant at about 15%. 
(See Figures 2.1 and 2.2.) 


Another important factor shielding children 
from low-income has to do with changes in 
the marital and fertility behaviour of young 
adults, but by the late 1980s or early 1990s 
this buffer had reached its limit. 


Throughout the 1970s and 1980s young people 
put off marriage and childbearing, and increased 
their earning power by obtaining more education. 
In addition, women entered the labour market in 
ever greater numbers and the number of two- 
earner couples rose. A related strategy to cope 
has been an increased tendency to remain or 
return to the parental home. For example, in 1981 
about 26% of 23 and 24 year olds lived with their 
parents, while in 1990, 40% did so. Furthermore, 
those who left home were less likely to be living 
as couples. To cite one example from Chapter 
10, almost 55% of 21 and 22 year olds who were 
not living with their parents lived as couples in 
1981, but only 39% did so in 1990 (Table 10.2). 
Part of the reason has to do with the rising 
number of young who spend most of their time in 
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schooling, up over 13% during the 1980s. In 
short, the living arrangements of young adults 
changed dramatically. 


These changes have helped to contain the 
rate of low-income among children. However, in 
contrast to the 1970s and 1980s, changes in 
demographic and labour supply behaviour during 
the 1990s have actually exacerbated the risk of 
falling into low-income. For example, the propor- 
tion of children in families of three or more chil- 
dren fell from 48% in 1973 to about 30% in 1988, 
but has changed little since then; the proportion 
of children in households with at least one par- 
ent holding a university degree more than dou- 
bled from 8.3% in 1973 to about 18% in 1988, 
but has not changed since; finally, the proportion 
of children in two parent/two earner families went 
from 47% in 1973 to over 66% in 1988, but fell to 
63% in 1995 (Table 2.1). Indeed, a growing 
number of children live in households that are 
less able to cope. While only 4.6% of children 
under the age of 14 lived in lone-parent house- 
holds in 1973, this proportion rose steadily to 
reach almost 13% during the mid-1990s. Those 
people who could adapt to turbulent labour mar- 
kets did so—either by putting off marriage, stay- 
ing in their parental homes longer, attaining higher 
education, or by having a partner not previously 
working enter the labour market. But at the same 
time for others who could not cope or in which 
the stress of doing so proved too great, relation- 
ships either broke up or failed to form in a lasting 
way, with the result that the incidence of lone 
parenthood and low-income rose. As Picot, Myles 
and Pyper state, “future gains in reducing low- 
income among children will depend mainly on 
improved earnings opportunities for their 
parents...and/or improved social transfers” 
(Chapter 2, p. 20). 


The labour market outcomes of the young are ~ | 


only loosely tied to the incomes of the families 
they were raised in. Much more than money 
matters in determining how children get 
ahead in life. 


In fact, the Canadian labour market seems to be 
characterized by more intergenerational mobility 
than that of the US or UK. Fortin and Lefebvre 
find that the correlation between father and son 
incomes is less than 0.2; between fathers and 
daughters it is slightly higher, but in all cases the 
correlations are considerably lower than the 
generally reported figure of 0.4 for the US and 
UK. In this sense, Canada is more like continental 
Europe than the Anglo-American economies. The 
tie to parental income is even looser for the cohort 


born after 1955, the period corresponding to the 
expansion of the welfare state and the develop- 
ment of a universally accessible post-secondary 
system (Table 4.4). More specifically, those born 
to fathers at the bottom of the income distribu- 
tion are slightly more likely to attain middle in- 
come than to remain in the bottom. Those born 
to fathers in the top of the income distribution, 
however, are most likely to remain in the top. 


In fact, the composition of the father’s in- 
come, not just the amount, has an influence on 
child outcomes. Market sources of income— 
earnings, self-employment income, and asset 
income—are positively associated with the 
eventual incomes of their children. Non-market 
sources, such as unemployment insurance and 
other transfers, either are not, or are negatively 
related, to child outcomes (Tables 5.3 and 5.4). 
The fact that a dollar of parental income has 
different consequences for children depending 
upon how it was obtained may be a signal that 
other unobserved attributes of the family are 
important. In addition, Corak and Heisz find that 
neighbourhoods, peer groups, or in general the 
networks available to parents are important 
indicators of child outcomes. An often used 
measure of this “social capital” inherited by 
children, the number of residential moves 
experienced during the early teen years, is 
strongly associated with their adult incomes. 
Children who move two or more times over a five 
year period, and hence have less of a chance to 
develop their “social capital,” are much less 
successful in the labour market than their 
counterparts from families with an equivalent 
overall income level, but who did not move 
(Figure 5.3). Picking up on a theme raised in 
Mayer (1997) the authors suggest that if “factors 
other than low income are the true influences on 
a child’s future prospects, then a policy thrust 
involving more than simply transferring money 
to parents is in order.” (Chapter 5, page 65.) 


A widely-accessible and high-quality educa- 


tion system certainly plays a role in determin- 


ing the large degree of intergenerational 


income mobility for the young. But even so, 


the educational and occupational background 


_of parents are equally important in how chil- 


dren access the resources society makes 
available to them. 
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There has been substantial upward educational 
mobility, with over 50% of Canadians having more 
education than their parents and only 17% having 

less (Table 8.2). Nevertheless, the probability of 


attaining a post-secondary education varies sig- 
nificantly with parental education. Those whose 
parents had a post-secondary degree or diploma 
have about a 56% chance of also getting one; 
those whose parents received only secondary 
education have about a 40% chance; and those 
whose parents did not complete a secondary 
degree have only a 22% chance of attaining post- 
secondary status. 


These patterns are the same for the gen- 
eration just completing their education as they 
are for the generation who completed their 
education before widely accessible post- 
secondary institutions were put into place. The 
one exception to this was the young of highly 
educated parents, who are even more likely to 
go on to get post-secondary qualifications than 
their older counterparts (almost 70% do so, 
compared with about 60% of the older group). 
See Figure 8.1. This pattern is even more marked 
for those whose parents had university degrees. 
In fact, this is increasingly the case, and implies 
that access to post-secondary degrees is becom- 
ing more polarized. 


In addition, the authors of Chapter 9 find that 
maternal education plays an important role in how 
infants start life. Almost 80% of mothers with the 
least education experienced short gestation 
periods: over 60% gave birth to low weight 
babies, versus less than 40% of mothers with 
the highest education (Table 9.1). Furthermore, 
infants born to mothers with low education are 
much more likely to receive treatment care 
services during the first year of life, and less likely 
to receive preventative care services. The latter 
is often considered to be an important key to long- 
term health, and as such the children of these 
parents are at higher risk of poor health. In fact, 
their hospital admission rates are almost twice 
as high as those for better educated groups, while 
ambulatory preventative care rates are only 60% 
those of other groups. As in the case of the post- 
secondary education system, access and 
delivery of health care services of most long-term 
benefit to children is skewed toward those with 
better educated parents. Maternal education 
seems to be the important determinant of how 
health care is accessed; household income levels 
do not seem to be as important (Table 9.3). 


However, an important limitation of the re- 
search in Chapter 9 is that lone-parent status is 
not simultaneously controlled. Maternal educa- 
tion may be a proxy for lone-parenthood. Indeed, 
this general limitation applies to all of these stud- 
ies, including Chapters 4 and 5. 
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Lone parenthood seems to be a very impor- 
tant correlate of how children get a start in 
life, and it may be that it cannot be compen- 
sated for by higher household incomes. 


About 43% of children who are raised in low-in- 
come lone-mother families experience at least 
some psychiatric disorders, or schooling and 
social problems, versus only 24% of those in a 
similar income situation but living with both par- 
ents. Higher income seems to only partially com- 
pensate for the absence of a father, as the 
incidence of at least one of these problems is 
32% among children in lone-mother families 
above the low-income cutoff. In addition, the rate 
for children in low-income two-parent families is 
almost the same as for their counterparts above 
the low-income cutoff: 24% versus 20% (Table 
TA): 


In this regard it is important to note that two- 
thirds of the children in lone-mother families live 
below the low-income cutoff, while only 15% of 
those in two-parent families do so. Lone-moth- 
ers also tend to have lower levels of education, 
and to be younger than their counterparts. De- 
spite these differences it seems that children from 
lone-mother families face a higher risk of psychi- 
atric disorders—be it hyperactivity, conduct dis- 
order, or emotional disorder—regardless of family 
income, and other variables. The mother’s 
education level, for example, does not seem to 
make a major difference, but having a young 
mother does raise the incidence of these 
problems, which also tends to be higher for boys 
than for girls. The probability on average of 
experiencing one of these problems is about 
15%, but rises to 25% for those from lone-mother 
familiés (holding all other things constant). 
Changes in the family income from below to 
above the low-income cutoff has no discernable 
impact (Table 7.3). The same conclusion applies 
to schooling problems (repeating a grade, poor 
performance, or frequent social problems). The 
risk of one or more of these problems is 20% for 
a representative child from a two-parent family, 
but 34% for a child with similar characteristics 
but from a lone-mother family. 


The authors of Chapter 7 suggest that there 
may also have been a tendency for the risk of 
psychiatric problems among children to increase 
between 1983 and 1993, but their most important 
overall conclusion is “that lone-mother status is 
the variable most consistently and significantly 
associated with ... psychiatric, schooling and 
social outcomes.” (Chapter 7, page 116.) 
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Familial instability echoes through the gen- 
erations. Young adults whose parents went 
through a separation or a divorce have in turn 
higher rates of family instability, and are more 
likely to be lone-parents. 


Parental separation and divorce may have long- 
lasting impacts on family formation patterns in 
the next generation. Le Bourdais and Marcil- 
Gratton summarize the major findings of Chap- 
ter 6 by saying that “parental separation or 
divorce tends to be positively related to the like- 
lihood that offspring will experience cohabitation 
while decreasing the chances of directly marry- 
ing. It also tends to be related to early, pre-union 
or premarital childbearing among young women, 
and to increases in the risk of union dissolution, 
at least for married men.” (Chapter 6, page 91.) 
For example, after controlling for a host of other 
characteristics the probability of cohabitation 
before the age of 25 is more than 70% higher 
among young adults whose parents were sepa- 
rated or divorced, while the probability of mar- 
riage is significantly lower (particularly among 
women, where the rate is 40% lower). In addi- 
tion, women who experienced the separation or 
divorce of their parents are almost two times as 
likely to give birth to a child before their 20" birth- 
day than those from intact families. They are also 
almost twice as likely to be lone-mothers (Table 
6.2). 


The process leading to these outcomes may 
be complex. In particular, it is likely that familial 
instability may influence a girl’s education 
attainment, which in turn directly influences the 
chances of lone-motherhood. Finally, marriages 
that do occur are more likely to break-up if there 
is a history of separation or divorce. This is 
particularly so among men, who are about three 
times more likely to see their marriages fall apart 
if they also experienced the breakup of their 
parents’ marriage (Table 6.3). 


3. A Synthesis and Directions 
for Future Research 


One possible synthesis consistent with these 
eight findings would begin by recognizing that 
three fundamental institutions determine the well- 
being of children, and their preparedness for adult 
life: the market, the state, and the family. The 
scope and role of these institutions has changed 
dramatically over the course of the last two 
decades, and some of these changes seem to 
have been triggered by important labour market 
developments. In particular, labour markets 


changed during the 1980s such that the perma- 
nent income of the young and especially young 
men declined on average by as much as 10%. 


Unlike in the United States, government in- 
come transfers insulated Canadian children from 
the worst aspects of these adverse labour mar- 
ket developments to the point that the incidence 
of low-income among children in Canada did not 
increase.' Other government institutions were 
also important. A widely accessible and high qual- 
ity system of higher education permitted many 
young people to increase their credentials. In- 
deed, the labour market was characterized by a 
good deal of equality of opportunity despite many 
other changes. While young adults from the high- 
est income families were most likely to fare the 
best, those from the lowest income families were 
still more likely to move up the income ladder 
than stay at the bottom. Overall, the correlation 
between income and family background is rela- 
tively weak, consistent with a labour market in 
which individuals are paid according to their skills 
and motivation. However, since the underlying 
labour market changes were long-lasting, budget 
deficits at all levels of government rose to levels 
deemed to be unsustainable. 


The family also played an important role in 
supporting young adults. The most obvious ex- 
ample of an increased intergenerational transfer 
from parents to children was the tendency of 
young adults to spend a longer time at home. 
Family formation among the young was also 
changing in other important ways. Living with 
parents went hand in hand with staying longer in 
school, delayed coupled formation, and declin- 
ing fertility. All of this, however, represents the 
best case scenario: young people most likely to 
have followed this path tended to come from in- 
tact families and families with highly educated 
parents. 


In contrast, individuals whose parents had 


separated or divorced were more prone to 


cohabitate, have children out of wedlock, or if 


_ they did marry, to face a greater risk of a breakup. 
_ Further, they were more prone to have behav- 
_ ioural and schooling problems, particularly the 
_ boys. Young adults were more likely to earn lower 


incomes if: they had experienced frequent resi- 


dential moves (and by implication school 


changes); their parents either had lower levels 


_ of education or did not adopt the best parenting 
' strategies or attitudes; and if their parents relied 


on non-market sources of income. Obviously, all 
of these risk factors are higher for those from 
families with divorced or separated parents. 


Coming onto a more hostile labour market with a 
social capital endowment of this kind implies a 
greater likelihood of having low income, and less 
of a tendency to respond by getting more educa- 
tion, or by putting off childbearing. With lower 
incomes among men and with the greater need 
to participate in the labour market among women, 
the stress on already fragile relationships may 
have increased the likelihood that the next gen- 
eration of children will be raised in lone-mother 
families. 


Now this story, although informed by the find- 
ings in the following chapters, makes a number 
of suppositions that call for further research. 


[1] What are the origins of the dramatic changes 
in the labour market, and how did they place 
such a large burden upon the young? The 
causes of greater labour market turbulence 
are still not well understood, but may be 
related to long-delayed adjustments to the 
decline in productivity growth that began in 
the early 1970s. Many have hypothesized 
that these shocks may have been 
aggravated by the introduction of information 
based technology (particularly the personal 
computer) and the globalization of capital 
and product markets. (See for example, 
Osberg, Wein, and Grude 1995, and Wood 
1994.) There is certainly still a good deal of 
controversy about the impacts computer 
based technologies and globalization have 
had on the polarization of incomes here (and 
in other OECD countries). Whatever the 
causes, however, it is clear Canadian labour 
market institutions structured the 
adjustments to these shocks in a way that 
put heavy burdens upon the young, and 
particularly upon young unskilled men. What 
aspects of labour markets were responsible? 
Are they immutable? Though these 
questions are beyond the scope of the 
following essays, they are nonetheless 
central to policy development. 


[2] Is the relationship between lone-parenthood 
and detrimental child outcomes causal? It 
would certainly seem to be the case that 
children from lone-parent families on 
average have more behavioural and social 
problems, and will ultimately attain lower 
levels of education and income. At the same 
time, however, it may not be appropriate to 
argue that family status is the cause of these 
patterns. Such a comparison does not 
necessarily answer the question of how 
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children from lone-parent families would 
have fared had their parents stayed 
together. In fact, it may well be that some of 
these children are better off as a result of 
the breakup. An extreme example of such a 
situation might be a family in which children 
witness or experience physical or mental 
abuse. If abuse of this sort, or the stress 
associated with it, is the underlying cause 
of how children fare, then the breakup of a 
marital relationship simply represents a 
signal or symptom of this deeper problem. 
The extent to which lone-parenthood actually 
plays a causal role is still very much a 
question in need of more research. 


[3] Arelated issue is the extent to which money, 
-and in particular transfers from the state, 
improve child outcomes. Does money 
matter? This is particularly germane to the 
development of policy since one of the main 
tools available to governments is the transfer 
of more funds to families with children. For 
example, the suggestion that market sources 
of the parents’ income are positively 
associated with the future earnings of the 
children, while non-market sources are 
negatively associated, might be taken to 
imply that there are limits to the beneficial 
impact of government transfers. This, 
however, leaves many questions 
unanswered. Is this a true causal 
relationship? If it is, higher transfers could 
even contribute to lower educational 
attainment among children, poor labour 
market outcomes, and imply an 
intergenerational transmission of reliance on 
government transfers. But this assumes that 
all factors determining these outcomes are 
being controlled for, particularly factors that 
may be correlated with the receipt of 
transfers, a task that is difficult with many of 
the available data sets. As such, there is a 
strong risk of overstating any potentially 
detrimental effect. More convincing analyses 
of better data are still needed. 


[4] Both families and communities play an 
important role in determining how children 
fare, but just how do they do so? How exactly 
do families create resilience among children 
in spite of the income available to them? 
What is the role of the community and “social 
capital” in this process? These would seem 
to be crucial questions to answer since many 
children from low-income or lone-parent 
families go on to become successful adults. 
The tendencies unmasked in research are 
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often “average” effects, and say little about 
the variety of experiences or the causes of 
these variations.? To understand these 
variations will require a more detailed 
understanding of the internal workings of the 
family, of how resources are shared and 
decisions made within it, and of the system 
of supports in the community. Role models, 
peer groups, and the characteristics of 
neighbourhoods are part of this broader 
community role, but research for policy 
purposes needs to go beyond these and 
examine how families access the resources 
made available by the state. For example, 
the availability of a universal education and 
health-care system does not imply they will 
be used in the most effective ways by some 
families. 


4. Conclusion 


The future of Canada’s children is both a good 
and a bad news story. Many children are well 
prepared by family, friends, and public 
institutions, and have fared well in spite of 
important labour market changes; others are not 
so fortunate. The differences between these 
groups are a concern in and of themselves, but 
also because they are likely to echo into the next 
generation. The children of today’s young adults 
are likely to enter a virtuous or vicious Circle as 
advantages and disadvantages are passed on. 
Is this fair? Do we know enough about 
intergenerational dynamics to do something 
about it? 


These are central but very difficult questions 
to answer, and the last word belongs to Susan 
McDaniel and Bob Baldwin in Chapter 11. They 
examine, each in their own way, the implications 
of the research in this book for intergenerational 
fairness and government policy. McDaniel, in 
particular, argues that to cast developments over 
the past two decades in terms of an 
intergenerational conflict between the current 
group of elderly and current cohorts of young (and 
potentially their young or as yet unborn children) 
would be incorrect and indeed obstructive. She 
offers a host of issues that need clarification (both 
theoretical and empirical), examines the degree 
to which a new generational compact is emerging 
in Canada, and highlights three alternative policy 
frameworks for the way ahead. 


In his turn, Baldwin offers an admirable 
checklist of what younger generations should 
reasonably expect to inherit from older 


generations. His analysis begins by relating the 
research in this book to this checklist, and goes 
on to point out the important information gaps 
that continue to exist. He also speculates on the 
nature of the intergenerational compact linking 
Canadians, and contrasts society’s attitude 
toward the pension arrangements given to the 
elderly with the support provided to the young. 
He concludes by underscoring the importance 
of the public sector to all of these relationships. 


Notes 


' This is clear from the work in Chapter 2 in 
conjunction with that of Blank and Hanratty 
(1993) who undertake a comparative analysis 
of the Canadian and US programs of social 
transfers and how they operated in the two 
countries during the 1980s. They find that the 
“primary group that would benefit from the 
adoption of the Canadian antipoverty system 
[in the US] is families with children” (p. 219). 


2A striking example of this point is made by 
Docherty (1997) who also points out that the 
“labelling” of children as being part of a high 
risk group may lead others to change their 
behaviour, treat them differently, and contribute 
to detrimental outcomes. The general point is 
also echoed in the essays by Osberg (1998) 
and Helliwell (1998). 
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Chapter 2 


Markets, Families and Social Transfers: Trends in 
Low-Income Among the Young and Old, 1973-95 


GARNETT Picot, JOHN MyLes AND WENDY Pyrer 


Like the members of all developed market econo- 
mies, Canadians rely for their economic well- 
being on three main institutions: the market 
(especially the labour market), their families, and 
the state (federal, provincial, and local govern- 
ments). Therefore changes in economic well- 
being are the result of : [1] economic events that 
influence the availability of jobs, employment 
earnings, and other sources of market income; 
[2] “demographic” events that influence the types 
of families in which Canadians live (the number 
of earners, the number of children); and [3] po- 
litical events that influence the type and magni- 
tude of transfer payments governments provide 
to individuals and families. 


In this chapter we document trends in social 
transfers, market incomes and family composi- 
tion from 1973 through 1995, and their impact 
on the incidence of low-income among four gen- 
erations: children (new-borns to those 14 years 
of age), young adults (25 to 34), the older work- 
ing-age population (45 to 54), and the elderly 
(over 65). 


For seniors, recent trends in low-income are 
largely the result of developments that took place 
prior to 1973 (the year our data begins). These 
developments influenced the low-income rate of 
seniors over the 1970s, 1980s, and 1990s. The 
period from the end of the Second World War 
until 1973 was one of dramatic economic expan- 
sion in all Western societies. For the working- 
age population, the result was high and rising 
wages and vastly improved living standards rela- 
tive to any previous generation in history. By the 
mid-1960s, however, it was evident that the eld- 
erly had largely missed the rising tide of post- 
war prosperity. Higher rates of retirement 
combined with relatively modest old age secu- 
rity systems in most countries resulted in high 
levels of low-income among the elderly. As a re- 
sult, the 1960s brought an unusual period of so- 
cial legislation aimed at enhancing their economic 
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security (Myles, 1989). In Canada, the Canada 
and Quebec Pension Plans (C/QPP) were 
adopted in 1965 and the Guaranteed Income 
Supplement (GIS) a year later. It would take al- 
most two decades for the results of this legisla- 
tive flurry to become apparent however. The first 
cohort to receive full benefits under the C/QPP 
turned 65 in 1976. 


Similarly, until the 1980s few retiring work- 
ers had accumulated much in the way of private 
pension entitlements. Until the Second World War 
employer pensions were rare. Pension coverage 
expanded rapidly up to the 1960s, rose modestly 
during the 1970s, and then declined somewhat 
in the 1980s. The first cohorts of retirees to have 
a significant private pension entered the labour 
force after the Second World War, and collected 
benefits in the late 1980s. 


We find that in 1973 about 25% of the eld- 
erly population still had incomes less than half 
the median income of the population. By the mid- 
1980s this figure had fallen to about 10%, and 
by 1995 to less than 4%. Though by no means 
affluent—by 1995 the median income of seniors 
was 87% of the median of all individuals—Cana- 
da’s seniors had come a long way since the na- 
dir of the sixties. 


In contrast, recent trends in low-income 
among children and working-age adults are the 
result of developments that have taken place 
since 1973. During the 1970s, the high rates of 
growth that benefited working-age families in the 
1950s and 1960s began to decline. More signifi- 
cantly, inequality in the distribution of labour 
market earnings began to rise, especially after 
1980 (Morissette, Myles and Picot 1995). One 
consequence of this development was a substan- 
tial decline in the earnings of young adults, ex- 
posing them and their children to higher risks of 
low-income. Until recently, however, and unlike 
the United States, higher risks were not trans- 
lated into higher rates. From the 1970s through 


12 


the 1980s, the incidence of low-income among 
the working-age population and their children was 
remarkably stable, rising during periods of reces- 
sion but falling again during periods of economic 
recovery. 


We show that this relative stability in low- 
income rates among children and working-age 
adults is the result of two developments. First, 
government transfer payments to working-age 
families, and especially to working-age families 
with children, grew substantially. Second, young 
adults changed their patterns of family formation 
and labour market behaviour in ways that signifi- 
cantly offset the consequences of declining earn- 
ings. They began to marry later, had fewer 
children, and more women went into the labour 
market. In brief, families and governments re- 
sponded to the new economic risks evident in 
the labour market. But this is a two way street, 
and trends in the labour market may have par- 
tially been in response to changes in the transfer 
system and other policies. 


Our results also indicate, however, that the 
outcome of the recession during the early 1990s 
may prove to be less benign. Low-income levels 
rose as recession set in 1990 and then declined 
modestly through 1994. Unexpectedly, however, 
the downward trend did not continue through 
1995 nor (as preliminary results indicate) through 
1996, despite the continuing recovery. One of the 
reasons for this development is that changes in 
family behaviour that partially offset declining 
market incomes in the past have been exhausted 
or even reversed. In part, this is to be expected: 
young adults cannot go on increasing the age at 
which they have their first child or reducing fertil- 
ity levels indefinitely. In contrast, a decline in la- 
bour force participation (especially among men) 
and two-earner families since 1990 was largely 
unanticipated. 


A second development of the 1990s that may 
affect future trends in the incidence of low-income 
is a result of changing trends and policies. The 
percentage of unemployed Canadians receiving 
unemployment benefits fell from 86.8% in 1990 
to 48.1% in 1996. Income Assistance rates in 
many provinces have been reduced, in some 
cases, significantly (National Council of Welfare 
1997). Potentially offsetting these trends for fami- 
lies with children has been the enrichment of the 
Child Tax Benefit (now known as the National 
Child Benefit). On balance, 1995 results show a 
small decline in average transfer payments and 
preliminary 1996 data suggest a continuation of 
this trend (Statistics Canada 1997). But changes 
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to the tax-transfer system are too recent to draw 
strong conclusions about their consequences. 
Nor are we able to assess the possible behav- 
ioural response to these changes in the form of 
increased work effort among those affected by 
the new social politics of the 1990s. 


In summary, from the 1960s to the1990s 
trends in the incidence of low-income among the 
generations have changed substantially. Be- 
cause of their changing relation to the labour 
market, the elderly were the main, though not 
exclusive, focus of social policy during the 1960s. 
Since the1980s, rising inequality in the labour 
market has directed attention to new economic 
risks faced by the younger generations and es- 
pecially by children. The purpose of this chapter 
is to inform the current discussion with an em- 
pirical-historical description of these develop- 
ments. 


1. Social Transfers, 
Market Income, and Low-Income 


Our data are from the Survey of Consumer 
Finances (SCF) economic family file for the years 
1973, 1981, 1986, 1988, 1990, 1991, 1994 and 
1995. We use a “50 percent median” low-income 
measure (or LIM) to document trends in low- 
income. To compute this rate, a per capita in- 
come for each family is calculated and assigned 
to each individual family member. This per capita 
value is then adjusted to account for economies 
of scale associated with family size and compo- 
sition, leading to an “adult-equivalent adjusted” 
family income for each individual. Our measure 
of low-income is one-half of the median adult- 
equivalent adjusted income, where the median 
is computed for all individuals (not families) 
in Canada. More details are offered in the 
Appendix. 


We begin by comparing rates of low-income 
based on market incomes alone (before trans- 
fers and taxes) with rates of low-income based 
on final disposable income (after transfers and 
taxes). Trends in the pre-tax/pre-transfer rate are 
often thought of as indexing the changing “risk” 
of low-income faced by individuals and families 
in the labour market and the difference between 
the two rates as measuring the “effectiveness” 
of the tax-transfer system in reducing this risk 
(McFate, Smeeding and Rainwater, 1995). 
Clearly, however, assessing the causal role of 
changes in labour markets and _ social transfer 
systems in shaping the economic well-being of 
Canadians is more complex than this simple 


accounting suggests. In particular, behavioural 
response to changes in the transfer system can 
influence the level of market earnings, a topic 
which we will address. 


Trends in low-income by age cohort are high- 
lighted in Figure 2.1. In the case of the elderly 
these trends are largely the product of economic 
and policy developments that occurred well be- 
fore 1973. In Canada, as in all Western coun- 
tries, the relative economic status of the elderly 
declined continuously from the end of the Sec- 
ond World War through the 1960s, when old age 
poverty rose to the top of the political agenda." 
This was mainly the result of increasing retire- 
ment in the absence of a well-developed retire- 
ment income system. In 1946, just following the 
war, almost half (48%) of men over 65 were still 
in the labour force. By 1973, this had fallen to 
18% and the low-income rate among seniors be- 
fore taxes and transfers was 60%, a level that 
has remained relatively unchanged. In contrast, 
the post-tax/post-transfer low-income rate has 
fallen continuously since 1973, from 25% to less 
than 4% in 1995. 


The distance between the two lines in the 
Panel of Figure 2.1 describing the 65+ group 
reveals the remarkable change in the difference 
between the incidence of low-income among the 
elderly before and after taxes and transfers. This 
difference is 35 percentage points in 1973, but 
rises to 55 percentage points in 1995. These 
changes are largely the result of policy reforms 
of the 1960s—the adoption of the Canada and 
Quebec Pension Plans (C/QPP) in 1965 and the 
Guaranteed Income Supplement a year later— 
and an expansion in private pension plan 
coverage. Although the average income received 
by seniors still falls below that of the rest of the 
population (87% of the median in 1995), it too 
was up considerably from 1973 (when it was 72% 
of the median). (See Appendix Table 2A.1 for 
more details.) 


Whereas the market-based low-income rate 
among seniors has been relatively stable since 
the 1970s, it has risen substantially among work- 
ing-age adults and their children (Figure 2.1). The 
rising trend is particularly pronounced among 
children and younger adults. Trends for these 
two age groups tend to move in tandem since 
the former are disproportionately the children of 
the latter. The pre-tax/pre-transfer low-income 
rate among 25 to 34 year-olds rose from 14% in 
1981 to about 19% in 1995, and among children 
from 20% to 26%. The rate was relatively stable 
for the middle-aged through the 1980s, but 
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has risen by a little over two percentage points 
during the 1990s. 


Changes in market-based low-income rates 
among working-age adults and their children may 
occur because of changes in the labour market 
and fertility behaviour of young adults or both. 
The declining fortunes of young working-age 
adults and their children since 1980 are mainly 
the result of changing markets rather than chang- 
ing families. As is well documented, the relative 
wages and earnings of younger adults fell sub- 
stantially after 1980 (Morissette, Myles and 
Picot 1995, Picot 1998, and in Chapter 3 by 
Morissette). And as we show in a later section, 
changes in family structure tend to alleviate rather 
than reinforce the effects of declining wages on 
the low-income rate. 


Despite the rising risk of low-income, actual 
low-income rates (after transfers and taxes) in 
these age groups have remained relatively sta- 
ble. Between 1981 and 1995, the incidence of 
low-income rose by 1.2 and 1.8 percentage points 
among younger adults and children respectively, 
and by less than 1 percentage point among 45 
to 54 year-olds. The difference between the low- 
income rate before and after taxes and transfers 
rose by 5 percentage points among children over 
the same period, by 3 percentage points among 
25 to 34 year-olds, and by 2.5 percentage points 
among those 45 to 54.? This increase in the gap 
between the low-income rate based on market 
income and post tax/transfer income demon- 
strates the increased role played by the transfer 
system, certainly up to the early 1990s, in main- 
taining the incomes of these age groups. 


A significant consequence of these changes 
since the 1970s has been a growing convergence 
in the sources of income of the low-income popu- 
lation of younger and older generations (Figure 
2.2). At the beginning of the 1970s, few older 
people were employed and low-income seniors 
depended on social transfers for most (about 
90%) of their income. In contrast, social trans- 
fers accounted for just over a third of the income 
of low-income children and adults, with about two- 
thirds coming from employment and other mar- 
ket sources. By the 1990s, social transfer 
payments played a much larger role. About 60% 
of the income received by working-age adults and 
children in low-income households now comes 
through the tax-transfer system and about 40% 
from the market. 


Low-income rates are widely watched indi- 
cators of social policy performance. By this stand- 
ard, our results suggest two significant policy 
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Figure 2.1 
Proportion of Individuals Below 50% of the Median Income: 
Pre- and Post-Tax/Transfers, 1973 to 1995 
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Figure 2.2 
Sources of Disposable Family Income for Different Generations: Persons 
with Less Than 50% of the Median Income, 1973 to 1995 
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achievements of the past quarter century: [1] a 
significant and sustained long term decline in 
low-income among seniors; and [2] relatively sta- 
ble rates of low-income among the working-age 
population and their children despite the rising 
risk of low-income in the market. Matters, how- 
ever, are decidedly more complex than this sim- 
ple accounting would suggest since the effects 
of public policy on labour market earnings are 
ignored. Public policies impact on market in- 
comes in many ways: through their effect on un- 
employment rates, on wage structures, on 
opportunities for education and training, and by 
the disincentives to participate in the labour mar- 
ket created by social transfers. Hence, the re- 
sults we offer should be regarded as an historical 


description of trends in low-income rates rather 
than a behavioural-causal account of the origins 
of these rates. Conservative critics of the tax- 
transfer system will tend to conclude that, by cre- 
ating work disincentives, social transfers are in 
fact the cause of rising risk of low-income among 
working-age adults and their children. Their op- 
ponents will emphasize the role of decreasing 
labour demand for less skilled, lower paid work- 
ers combined with inadequate attention to edu- 
cation and training, and more recently, the 
cut-backs to the transfer system. 


In either case, however, the historical record 
that we have documented is clear and of no small 
significance. Like most Western nations, Canada 
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has dramatically reduced the rate of low-income 
among seniors and like most European countries 
has stabilized the rate of low-income among 
working-age adults and their children, at least to 
1994. Whether this trend will continue into the 
future remains to be seen. Low-income rates 
have generally followed the business cycle. In 
the 1990s, low-income rates among children and 
working-age adults rose with the onset of the 
recession in 1990 and then declined through 
1994. Despite continuing recovery, however, low- 
income rates rose again in 1995 and 1996 (Sta- 
tistics Canada 1997). There are several possible 
reasons. First, wages and employment opportu- 
nities for low-income adults may have deterio- 
rated despite improving conditions in the 
economy as a whole. Second, government ef- 
forts to restrain the rate of growth in social ex- 
penditures (especially in Ul and Income 
Assistance) may have begun to have an impact. 
Finally, the changing fertility and labour market 
behaviour that helped offset rising rates of low- 
income during the 1980s may have changed (Pi- 
cot and Myles 1996). In future work, we shall 
evaluate all three hypotheses. Here, we restrict 
our attention to the third alternative and show 
that in the 1990s, demographic changes cannot 
be relied upon to provide solutions to rising risk 
of low-income. 


2. Changing Families and 
the Risk of Low-Income 


Social transfers were not the only factor buffer- 
ing low-income Canadians during the past twenty 
years. The kinds of families in which Canadians 
live in 1995 are very different from those of the 
1970s and, until recently, these changes have 
on balance muted the growth of low-income 
among working-age adults and their children. 
Since the early 1970s, young adult Canadians 
have been marrying later, having fewer children, 
and Canadian woman have dramatically in- 
creased their participation in the labour market. 
All of these changes have tended to reduce the 
low-income rate (particularly among children), 
and until recently have far outweighed the im- 
pact of the rising number of single parent fami- 
lies. 


Dooley (1991, 1994a) and Picot and Myles 
(1996) in Canada, Gottschalk and Danziger 
(1993) in the U.S. have shown that changing 
characteristics of families had a significant im- 
pact on the incidence of low-income during the 
1970s and 1980s. We extend this work into the 
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1990s. Through the 1980s, changing demo- 
graphic and labour market characteristics of 
households generally reduced the risk of low- 
income among children and young adults. Since 
the end of the 1980s, however, many of these 
trends (particularly women’s labour force partici- 
pation) have stabilized and others (the propor- 
tion of families with multiple earners) have 
reversed direction. Anumber of the more impor- 
tant developments are highlighted in Tables 2.1 
through 2.4. 


With respect to children: 


[1] The proportion of children in families where 
the highest earner had a university degree 
rose from 8.3% in 1973 to a peak of 18.2% 
in 1986, then fell back to 17.7% by 1995 
(Table 2.1). Thus, the earnings power of 
these families (as influenced by educational 
attainment) was rising until the mid-1980s 
but not since. 


[2] The number of children per family fell 
between 1973 and 1981, resulting in fewer 
people to share the family income and hence 
reducing the risk of low-income. But this 
number has remained more or less constant 
since that time. 


[3] The proportion of children in families with 
two or more earners rose significantly 
between 1973 and 1988 (from 47% to 66%) 
but then declined to 63% in 1995 as the 
participation rates of men fell and those of 
women stabilized. 


[4] The proportion of children in single parent 
(economic) families rose over the entire 
period from 4.6% in 1973 to 9.8% in 1988, 
and 12.7% in 1995.8 


Overall, these trends reduced the likelihood 
of low-income among children through the 1970s 
and much of the 1980s. 


The trends among 25 to 34 year-olds are 
similar to those reported for children, which is 
not surprising since many of these individuals are 
the parents of children. Most importantly, the pro- 
portion of those 25 to 34 year-olds in family units 
(including the unattached) with two or more adult 
earners peaked in 1988 at 63.7% and fell to 
59.6% in 1995. The proportion who are unat- 
tached or single parents continued to rise into 
the 1990s as well (Table 2.2). As with children, 
changes in demographics and labour supply have 
not placed downward pressure on low-income in 
the 1990s, but rather the opposite, as will be seen 
later. 


Table 2.1 
Distribution of Individuals New-Born to 14 Years: By Familial Characteristics 
1973 1981 1986 1988 1994 1995 
(Percent) 
Age of Family Head! 
Less than 26 9.1 9.3 7.4 6.8 6.0 5.7 
27 to 34 28.9 36.1 35.4 34.9 32.3 31.4 
35 to 44 42.6 41.4 45.4 47.0 49.0 50.1 
45 to 54 16.4 uals 9.7 9.5 11.0 unload 
55 and Older 3.1 (bei 2.0 led 1.8 list 
Education? 
Elementary Silel 18.6 lites 10.4 6.3 Bi 
Secondary 46.4 47.4 47.9 46.8 50.1 50.5 
Some Post-Secondary 14.2 20:5 22.4 PAS 22 25.9 26.2 
University Degree 8.3 13k 18.2 17.6 Wed Wee 
Number of Children 
One Wee 24.5 24.5 24.5 25.6 26.3 
Two 35.0 44.6 45.0 46.9 45.5 44.9 
Three 24.9 22 Rl Peel PAOTE 20.8 20.7 
Four or More 22.9 8.8 7.8 8.0 8.1 8.2 
Family Status/Number of Earners 
Single Parent / No Earners 1.9 Pfs) oS 3.4 5.4 bal 
Single Parent / One Earner Pail 4.6 ee 6.2 7.4 7.6 
Two Parent / No Earners 2.4 ore Pach 1.9 3.6 3.5 
Two Parent / One Earner 45.6 32.4 26.5 22.0 20.6 20.8 
Two Parent / Two Earners 47.4 58.7 62.3 66.4 63.0 63.0 


' Adult with highest earnings. 
2 Education level of highest earner in economic family. 


Changes in family and labour market char- 
acteristics among the middle-aged has been less 
dramatic than in the younger age groups. Edu- 
cational attainment has risen and continues to 
do so into the 1990s. However, like the younger 
age groups, the proportion of 45 to 54 year-olds 
in two earner families peaked in 1988 (Table 2.3). 


In contrast to the younger generations, 
changing demographic and labour market char- 
acteristics of the elderly tended to exert, for the 
most part, a downward influence on the low- 
income rate over the entire period. 


[1] The educational attainment of seniors rose 
continuously through the period, and will 
continue to do so as more highly educated 
cohorts age.* The proportion in families 
headed by a person with elementary 
education fell from 58% in 1973 to 37% in 
1995 (Table 2.4). 


[2] The proportion of the elderly in families with 
at least one private pension has risen 
significantly, from 29% in 1973 to 54% in 


1995. This rise has also been continuous, 
and quite significant in the 1990s. 


[3] With the maturation of the public pension 
system, the proportion of the elderly in a 
family receiving C/QPP rose from 29.5% in 
1973 to 88.6% in 1995. The proportion in 
families where two or more are receiving 
C/QPP has also increased dramatically, from 
2% in 1973, to 22% in 1988, and 32% in 
1995. This too would tend to put downward 
pressure on low-income continuously 
throughout the period. 


[4] In contrast, the proportion of elderly living in 
a family with at least one earner has fallen 
from 42% in 1973 to 27% in 1995 potentially 
increasing the risk of low-income. 


To isolate the influence of changing family 
structure on the probability of low-income, we 
decompose the change in this probability into two 
parts: that due to the change in the characteris- 
tics of families (higher education level, more sin- 
gle parents, fewer children, more earners), and 
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Table 2.2 


Distribution of Individuals 25 to 34 Years: 
By Demographic and Labour Market Characteristics 


nn nn ee EEUU UUEI UE USI EE USES SEES SSE 


1973 1981 1986 1988 1994 1995 
a cl a a 
(Percent) 
Education’ 
Elementary 20.4 12.0 9.3 9.3 6.8 6.5 
Secondary 46.8 46.3 47.7 46.2 46.6 46.4 
Some Post-Secondary 20.4 24.8 26.1 28.3 27.8 27.6 
University Degree 12.4 16.8 17.0 16.2 18.9 19.4 
Number of Children 
None 31.1 40.8 47.3 47.8 51.8 Soh | 
One 20.4 Pas 19.2 19.2 19.4 18.3 
Two 29.5 267 23.0 23.8 20.7 20.2 
Three or More 19.0 ATG) 10.4 9.1 8.1 8.4 
Number of Earners? 
None P26 2.8 4.3 3.4 6.2 5.7 
One 47.8 38.7 34.8 32.8 CISL 34.7 
Two or More 49.8 58.6 60.9 63.7 60.5 59.6 
Family Status 
Unattached 8.5 14.2 16.3 Wihead 17.9 19.0 
Single Parent 2.4 2.9 3.2 3.3 4.3 4.2 
Two Adults Plus 89.1 82.9 80.5 79.6 77.8 76.8 


' Education level of highest earner in economic family. 
? Number of earners in economic family. 


Table 2.3 


Distribution of Individuals 45 to 54 Years: 
By Demographic and Labour Market Characteristics 


1973 1981 1986 1988 1994 1995 
(Percent) 
Education! 
Elementary 38.1 Sp8) 24.6 22.6 Tost iT 
Secondary 42.9 42.2 43.2 42.0 47.5 46.2 
Some Post-Secondary s3 14.6 16.7 18.5 19.6 20.3 
University Degree 6.7 10.9 15 16.9 19.7 19.8 
Number of Children (New-Born to 14 years) 
None 56.0 ale 76.9 79.0 80.0 79.7 
One 23.1 19.4 16.0 WN SPY/ 12.9 13.8 
Two ie 5) 6.4 Bal Bis, 5.4 52 
Three or More 8.5 2.6 2.0 1.8 15 1.3 
Number of Earners? 
None 4.1 4.2 4.8 ee 6.3 6.3 
One 31.6 24.5 22.7 20.9 23.9 24.3 
Two or More 64.3 TALE 72.4 73.9 69.6 69.3 
Family Status 
Unattached 6.3 7.9 9.4 10.8 11.9 12.4 
Single Parent 0.5 0.6 0.8 0.7 0.9 12 
Two Adults Plus 93.1 91.5 89.8 88.4 87.0 86.5 


" Education level of highest earner in economic family. 
* Number of earners in economic family. 
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Table 2.4 


Distribution of Individuals 65 Years and Over: 
By Demographic and Labour Market Characteristics 


1973 

Education! 

Elementary Bas 

Secondary 31.0 

Some Post-Secondary 8.7 

University Degree faci 
Number of Adults in Family? 

One Pleo: 

Two Silke 

Three or More PAA) 
Number of Earners 

None 58.0 

One or More 42.0 
Number of Persons in Family with C/QPP 

No C/QPP 70.5 

One with C/QPP ie 

Two or More with C/QPP 2.4 
Number in Family with Private Pension? 

No Private Pension TAA! 

At Least one Private Pension 28.9 


' Education of highest earner (pension) in family. 


1981 1986 1988 1994 1995 
(Percent) 

49.9 44.2 42.9 37.2 Sve 
35.0 37.2 3/5 42.5 42.9 

9.7 Te 11.9 12.8 11.6 

5.4 6.5 aah, 7.6 8.4 
32,2 30.8 32.2 Silas 30.9 
48.6 50.8 SiES 53.6 55.0 
19.2 18.4 16.5 14.7 14.0 
65.0 69.4 Halen 74.4 Wael 
35.0 30.6 28.9 25.6 26.9 
36.5 26.7 21.9 es ile} 
52.6 Sigs 56.5 O75 56.2 
11.0 16.0 21.6 Silee 32.4 
63.1 55:3 52I3 46.0 45.3 
36.9 44.7 47.7 54.0 54.7 


2 Economic family, where unattached individuals are considered a family. 


3 Includes RRSP annuities. 


that due to the change in the risk that someone 
in a family with a given set of characteristics will 
be in low-income. 


For example, the risk of low-income is usu- 
ally higher among individuals in a family where 
the primary earner has little education, and hence 
a lower earnings potential. Thus, a change in the 
educational composition of families in a particu- 
lar generation can alter the overall incidence of 
low-income. However, the risk of low-income 
given a particular level of education can also 
change. Thus, relative earnings may fall or un- 
employment might rise among the less educated 
in response to declining demand for their skills. 
We assess the influence of both factors. 


As noted earlier both the rate and direction 
of change has varied considerably over the 1973 
to 1995 period. To capture these differences, 
three periods are used in the analysis: 1973 to 
1981 when the rise in female participation rates 
was especially strong; 1981 to 1988, which rep- 
resents the change over an entire business cy- 
cle (peak to peak); and 1988 to 1995, 


representing changes since the last business 
cycle peak. 


Logistic regression is used to decompose 
the change in the probability of low-income into 
that due to changes in composition and that due 
to changes in the risk of low-income associated 
with a given characteristic. The dependent vari- 
able takes on the value 1 if the individual has an 
income less than half the median income (of all 
individuals in the population), and O otherwise. 
The independent variables, which define the di- 
mensions across which compositional change 
can take place, resemble the variables outlined 
in Tables 2.1 to 2.4. The variables are not used 
in exactly the manner shown in these tables as 
some combinations of these variables are unde- 
fined, such as two or more adult earners in a sin- 
gle parent family. More methodological detail as 
well as definitions of the variables and the re- 
gression results are presented in the Appendix. 


The results, presented in Table 2.5, indicate 
that family composition changes in the 1990s 
have raised the risk of low-income. In the 1970s 
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Table 2.5 
Decomposition of the Change in the Probability of Having Low-Income 
New-Born 25 to 34 45 to 54 65 Years 
to 14 Years Years Years and Older 


a 


A. 1973 to 1981 


Change in the Incidence of Low-Income 

Change Due to Family Characteristics 

Change Due to Risk of Low-Income Associated 
with Particular Characteristics 


B. 1981 to 1988 


Change in the Incidence of Low-Income 

Change Due to Family Characteristics 

Change in Risk of Low-Income Associated 
with Particular Characteristics 


C. 1988 to 1995 


Change in Incidence of Low-income 

Change Due to Family Characteristics 

Change Due to Risk of Low-Income Associated 
with Particular Characteristics 


(Percentage Points) 


-2.8 +0.7 -1.2 -5.9 
-5.5 -1.6 -1.8 -2.5 
+2.7 +2.2 +0.6 -3.4 
+0.2 +1.0 -0.8 -8.7 
-1.7 -0.4 -0.7 -3.7 
+1.9 +1.4 -0.1 -5.0 
+1.0 +0.8 +1.1 -7.1 
+2.0 +1.5 +0.6 -2.7 
-1.0 -0.7 +0.5 -4.4 


and 1980s compositional effects reduce the prob- 
ability of low-income for all age groups. Changes 
in fertility and labour market behaviour of work- 
ing-age adults in particular reduced the risk of 
low-income (by the number of percentage points 
indicated in the table). In contrast, during the 
1990s the impact is positive for all groups (ex- 
cept for the elderly) indicating that compositional 
changes have increased the risk of low-income. 


Theveffects of these changes are particularly 
striking among children. Between 1973 and 1981 
changes in family composition (especially the rise 
in two-earner families) put significant downward 
pressure on the likelihood of low-income: reduc- 
ing the probability of low-income by 5.5 percent- 
age points. Compositional effects in the 1980s 
were more modest (1.7 percentage points) but 
still in a favourable direction. In contrast, 
compositional changes between 1988 and 1995 
increased the risk of low-income among children 
by 2 percentage points. This was mainly the re- 
sult of a decline in the number of families with 
multiple wage-earners and an increase in single 
parent families. 


A similar, if less dramatic, reversal is ob- 
served among working-age adults. After tend- 
ing to reduce the incidence of low-income through 
the 1980s, compositional changes (especially 
labour market participation) tend to increase the 
likelihood of low-income in the 1990s. The 
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impact was substantial for 25 to 34 year-olds 
(about 1.5 percentage points) but quite modest 
among the middle-aged. 


Some of the changes during the 1990s may 
prove to be temporary. Declining employment 
levels among working-age adults, for example, 
may be due in part to the recession. However, 
by 1995 the economy was well into recovery and 
one would have expected employment/popula- 
tion ratios to return to pre-recession levels. How- 
ever, this did not occur in either 1995 or 1996.° 
More significantly, the large changes that buff- 
ered children against the risk of low-income in 
the 1970s and 1980s cannot be expected to do 
so in the future. Long term trends such as de- 
clining family size and rising rates of labour force 
participation among women have lower and up- 
per limits. These developments are one-time 
events that cannot be repeated in the future. 
Rather, future gains in reducing low-income 
among children will depend mainly on improved 
earnings opportunities for their parents (young 
adults) and/or improved social transfers. Unlike 
the young, compositional changes among sen- 
iors—especially higher levels of education and 
improved access to public and private pensions— 
have reduced the risk of low-income in all three 
periods and by fairly substantial amounts: 2.7 
percentage points in the 1970s; 3.7 percentage 
points in the 1980s; and 2.7 percentage points 
in the 1990s. 


3. Conclusion 


Relative stability in the incidence of low-income 
among children and the working-age population 
during the 1980s masked a number of underly- 
ing trends that demonstrated more volatility. As 
the earnings of the young, the less educated and 
the lower paid fell through the decade, the la- 
bour market became a less important source of 
income for low-income families. Based on mar- 
ket income alone, the incidence of low-income 
rose significantly among children and young 
adults through the 1980s and 1990s. The rising 
risk of low-income was offset by two factors: ris- 
ing transfer payments and a change in the char- 
acteristics of the families in which Canadians live. 
Through the 1980s and early 1990s transfer pay- 
ments were increasing as a source of income 
among low-income Canadians as market earn- 
ings fell, and families altered their characteris- 
tics so as to reduce the incidence of low-income. 


This changed in the 1990s. Trends in family 
structure that had reduced the risk of low-income 
in the past either stabilized or reversed direction 
while the number of single parent families con- 
tinued to rise. The employment/population ratio 
fell among men of all ages, and stopped rising 
among women. Between 1988 and 1995, these 
compositional changes increased the risk of low- 
income by about 2 percentage points among 
children and young adults. 


In order to cut deficits and increase work 
incentives, governments began altering the trans- 
fer system in the 1990s. Because many of these 
changes are comparatively recent it is difficult to 
establish with any certainty what their conse- 
quences will be in the longer run. One aim of 
welfare reform is to increase work incentives so 
that low-income families will improve their in- 
comes with higher earnings. Several studies have 
focused on this issue for lone parent mothers, 
and concluded that higher welfare benefits in the 
late 1980s had a significant effect on participa- 
tion in welfare and a fall in employment in this 
group (Charette and Meng 1994, Kapsalis 1996, 
Dooley 1994b). The assumption is that reducing 
benefits will reverse the process. Although it is 
premature to reach strong conclusions on this 
matter, to date there is little evidence of such a 
change: the earnings of low-income families, 
especially those with children, have declined 
substantially since 1990. The 1996 Survey of 
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Consumer Finances shows that transfer pay- 
ments to families in the lowest quintile fell by 3% 
(Statistics Canada 1997). Higher earnings did not 
offset this reduction so that the average total in- 
come of these families also fell by about 3%. 


The central issue, however, is not whether 
social transfers create work disincentives (they 
almost certainly do) but whether their magnitude 
could be such as to explain the declining earn- 
ings of young adults (and low-wage workers more 
generally) that have been documented. There are 
a number of reasons to believe that it is unlikely 
that the decline in employment earnings among 
low-income families was mainly the result of in- 
creased work disincentives associated with the 
transfer system. Hum and Simpson (1991) re- 
view the labour supply literature and conclude 
that labour supply responses to the tax transfer 
system are small. The decline in earnings of 
younger adults (who are the parents of most 
young children) is common to a number of coun- 
tries with very different transfer systems (Davis 
1992). Moffit (1992) concludes for the U.S. that 
while there is some work disincentive associated 
with welfare programs, the lack of such disincen- 
tives would only marginally increase the employ- 
ment income of participants and that in general 
labour supply is relatively inelastic to potential 
policy changes regarding the welfare system. 
Researchers believe that changes on the demand 
side of the labour market, perhaps related to 
changes in trade or technology, are more likely 
to explain changes in the patterns of earnings in 
many developed countries, particularly the de- 
clining earnings among the lower paid/less skilled 
workers (Katz and Murphy 1992). Changes on 
the supply side, related to changing welfare in- 
centives or other factors, are considered less sig- 
nificant. 


In any case, it may be possible in the near 
future to test the extent to which changes in the 
social transfer system influence employment 
earnings, or alternatively influence the level of 
low-income, as social policy changes at the Fed- 
eral and Provincial levels work their way through 
the system. Monitoring and explaining the impact 
on low-income of changes taking place in the 
labour market and the social transfer system will 
be important if we are to understand aggregate 
trends in the incidence of low-income in coming 
years. 
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Appendix 


Data Sources and Variable Definitions 


The Survey of Consumer Finances (SCF) is the 
source of our data. We define market income to 
include wages and salaries, military pay, self- 
employment earnings, investment income, and 
private pensions. Social transfers include family 
and youth allowances, OAS, GIS, C/QPP and 
Unemployment Insurance benefits, Income As- 
sistance, provincial tax credits, child tax credits, 
federal sales tax credit, GST credit, other gov- 
ernment transfers. Transfers are before tax 
amounts. Income taxes constitute another (nega- 
tive) component of income. The SCF underesti- 
mates transfer income, especially income from 
Ul and Income Assistance. However, the level of 
underestimation is consistent through time. Be- 
tween 75% and 80% of government transfers are 
captured in the SCF file for the years under re- 
view. Hence the assessment of the effect of trans- 
fers is a conservative one, as we are 
underestimating its impact on family income, but 
it is consistent through time. In contrast, taxes 
payable reported in the SCF constitute 98% of 
those reported by Revenue Canada 


Our calculation of “Adult-Equivalent Ad- 
justed” family income relies upon a particular 
equivalence scale. There are many equivalence 
scales available, including those implicit in the 
construction of Statistics Canada’s Low-Income 
Cut-offs (LICOs). We use the “central variant” 
scale proposed by Wolfson and Evans (1992). 
In this version the first adult is given a weight of 
1.0, and each additional adult a weight of 0.4. 
The first and each subsequent child is assigned 
a weight of 0.3, except in single parent families 
where the first child is assigned 0.4. | 


Our measure of “low-income” is the Low- 
Income Measure (LIM), defined as 50% of the 
median income. LIMs , unlike LICOs, are sensi- 
tive to changes in the shape of the income distri- 
bution (inequality) but not to changes in average 
income levels (Wolfson and Evans 1992, Sharif 
and Phipps 1994). Our focus is on the impact of 
markets, families and public policy on the distri- 
bution of income, not its level. However, much of 
the analysis was replicated using the post-tax/ 
post-transfer LICOs and very similar results were 
obtained. The two measures show similar trends 
but quite different levels of low-income. For 
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example, among persons over 65 all measures 
indicate a continuous decline in the incidence of 
low-income. Based on the pre-tax, post-transfer 
LICO low-income is almost halved between 1981 
and 1995, from around 34% to 18.7%. The post- 
tax, post-transfer LICO indicates a more dramatic 
decline, from 21.0% in 1981 to 7.7% by 1995. 
The reduction is even more dramatic when the 
LIM is used: declining from around 20% in 1981 
to 3.6% by 1995. This is similar to the findings of 
Wolfson and Murphy (1996), who use a similar 
measure. They note that this very low value for 
the incidence of low-income is the result of the 
OAS/GIS income falling just above half the ad- 
justed median income. Thus, even small changes 
to the level of the OAS/GIS income guarantee 
can have a large effect on the number of elderly 
falling below less than one-half the median in- 
come. 


Logistic Analysis of Change 
in the Probability of Low-Income 


A description of how the logistic regression model 
used in Section 2.2 is estimated (using the pe- 
riod 1981 to 1988 to illustrate) follows. The logis- 
tic functional form is: Y = 1/[1+exp(-BX)] where 
Y=1 if a child's family income is less than one- 
half the median family income, and Y=0 other- 
wise. Transforming in the usual manner, the 
equation estimated is L = BX +u, where L= In[P/ 
(1-P] is the logit, P=Pr{Y=1|X}, X is a vector of 
independent variables, B is the vector of associ- 
ated coefficients. 


Using data for 1981, we obtain L,, = B,, X,, +u, 
and then compute P,,, the overall mean prob- 
ability of a child having less than 0.5 median fam- 
ily income in 1981. To calculate the estimated 
mean probability of a child having a family in- 
come below one half the median, one could sim- 
ply estimate the probability at the mean values 
of the variables. However, since a nonlinear func- 
tion is used, this typically does not match sam- 
ple mean derived from the raw data. Thus, the 
mean probability is calculated by estimating the 
probability of each child in the sample having a 
family income below one half the median based 
on the regression equation and then averaging 
these probabilities across all individuals in the 
sample (using the sample weights). In this way 
the probability estimated using the regression 
equation matches the sample mean from the raw 
data. 


ih 


2m 

ixt 
weight associated with individual i, n is the 
number of observations, and where P.,,is the 


estimated probability for individual iin year 1981, 
which is computed as follows: 


peg l 
1 + exp (-B,, X,, ,) 


, where w is the sample 
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To decompose the total change in P between, 
say 1981 and 1988, into that due to changes in 
family composition (that is, changes in the inde- 
pendent variables) and changes in the risk of 
being in low-income given a particular set of char- 
acteristics (changes in the coefficients), we: 


[1] Alter the composition of families (the inde- 
pendent variables), keeping the value of the 
coefficients fixed at the 1981 values. Thus 
L* = B,, X,,. We compute L*, and calculate 
P *as described above. ThenP *—Psi = 
the change in P between 81 and 88 due to 
the change in the composition of families with 
children 


[2] The coefficients are then changed from 
their 1981 to their 1988 values. Thus, 
Leg = Bes Xe, aNd P88 is computed. Then 


Pss— P * = change in P due to change in 
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the risk of being in low-income given a par- 
ticular set of family characteristics (that is, 
to change in coefficients). 


Whether the coefficients or the values of the 
variables are altered first does matter; it is done 
both ways and the average value of the two re- 
sults used. Also, the usual caveat associated with 
the interpretation of such results applies here. 
There are no explicit behavioural links between 
the two basic factors (demographic change and 
the income position of children within demo- 
graphic groups) in the model, although in reality 
there almost certainly are. To some extent, 
changes in the economic position of families and 
changes in family composition are jointly deter- 
mined. Ideally one would like to estimate the ef- 
fect of exogenous changes in demography and 
labour market circumstance on the likelihood of 
low-income, but there is some endogeneity in the 
model. If economic conditions of, say, young fami- 
lies with low levels of education deteriorate, this 
may well influence their probability of having chil- 
dren, and hence the demographic composition 
of children. Also, declining labour market earn- 
ings of young individuals may have prompted 
many second earners in young families to enter 
the labour market. Such relationships are not 
addressed here. Hence, the results provide a 
decomposition of history in an accounting sense. 
They estimate the direct, but not indirect, influ- 
ence of these factors on low-income among chil- 
dren during the period. 


The complete regression results from the 
logistic regressions are offered in Table 2A.2. 
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Table 2A.1 


Changing Economic Status of Different Age Groups: 
Adult Equivalent Adjusted Family Income of Individuals 


1973 1981 1986 1988 1990 1991 1994 1995 


nn nnn EEE EEE 


A. New-Born to 14 Years 


Number of Persons (000) 5,900 5,306 5,270 5,338 5,467 5,552 5,852 5,867 
Pre-Tax Pre-Transfer Income 
Median Income (1991 $000’s) 16.2 20.4 20.9 21.4 Piles 20.3 2033 20.1 
Indexed Median Income 100 126 129 132 ss 125 125 124 
Relative Median Income 0.89 0.91 0.93 0.92 0.91 0.92 0.93 0.92 
Percent Below 0.5 Median Income 22.3 19.9 23.0 Pers 24.5 25.9 25.9 26.1 


Post-Tax Post-Transfer Income 


Median Income (1991 $000’s) 14.9 18.6 18.7 19.1 19.2 18.5 18.5 18.3 
Indexed Median Income 100 125 126 128 129 124 124 123 
Relative Median Income 0.88 0.89 0.90 0.89 0.89 0.90 0.89 0.89 
Percent Below 0.5 Median Income 17-3 14.5 15.0 14.7 15.6 15.4 iene War 


B. 25 to 34 Years 


Number of Persons (000) 3,053 4,169 4,478 4,581 4640 4,624 4,864 4,783 
Pre-Tax Pre-Transfer Income 
Median Income (1991 $000’s) Palate Dorit 24.6 25.6 25.0 23.6 24.5 23.6 
Indexed Median Income 100 116 113 118 lS 109 113 109 
Relative Median Income 1.19 Alta: 1.09 1.09 1.06 1.07 eZ. 1.08 
Percent Below 0.5 Median Income 11.9 14.0 18.0 16.9 18.0 20.1 19.5 18.7 


Post-Tax Post-Transfer Income 


Median Income (1991 $000’s) 19.2 22.2 PX aT f 22.2 22.0 Zia 21.9 21.2 
Indexed Median Income 100 116 ali 116 115 110 114 110 
Relative Median Income fal 1.07 1.05 1.04 1/02 | (Oe) 1.05 103 
Percent Below 0.5 Median Income 8.7 9.3 bijeré 10.3 10.8 11.0 10.8 Wiles 


C. 45 to 54 Years 


Number of Persons (’000) 2,240 2,454 2536 2,678 2,867 3,027 3,602 3,755 
Pre-Tax Pre-Transfer Income 
Median Income (1991 $000’s) 22.4 PAT 28.4 30.1 30.9 29.7 29.9 29.3 
Indexed Median Income 100 124 127 134 138 133 133 131 
Relative Median Income 1-246} 1.24 1.27 1.29 sien 1.35 1.36 1.34 
Percent Below 0.5 Median Income 14.4 loa, 14.6 14.1 13.6 14.0 152 16.2 
Post-Tax Post-Transfer Income 
Median Income (1991 $000’s) 20.1 24.8 24.6 25.9 26.5 25.6 25.0 2012 
Indexed Median Income 100 123 122 129 132 127 127 125 
Relative Median Income 1.19 1.19 1.19 1.21 nh 8} 1.24 123 ieee 
Percent Below 0.5 Median Income 104 9.0 9.0 8.2 8.1 8.0 8.5 9.3 


D. 65 Years and Older 


Number of Persons (’000) 15683) 22238 (235570 27109 F 21873" 2950" 32970 S3/379 
Pre-Tax Pre-Transfer Income 
Median Income (1991 $000’s) 5.6 7h 5) 6.5 6.6 8.4 Cl 6.8 8.1 
Indexed Median Income 100 130 116 118 150 138 121 145 
Relative Median Income 0.31 0533 0.29 0.28 0.36 0.35 0.31 0.37 
Percent Below 0.5 Median Income 59.8 59.9 63.0 63.4 58.3 59.6 61.8 58.6 
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Table 2A.1 — Concluded 


Changing Economic Status of Different Age Groups: 
Adult Equivalent Adjusted Family Income of Individuals 


1973 1981 1986 1988 1990 1991 1994 1995 


Post-Tax Post-Transfer Income 


Median Income (1991 $000’s) Wes} 1OEe 15.9 16.3 17.8 17.0 17.3 18.0 
Indexed Median Income 100 124 129 133 145 138 141 146 
Relative Median Income 0.72 0.74 O77, 0.76 0.82 0.82 0.83 0.87 
Percent Below 0.5 Median Income 25.3 19.4 9.7 10.7 Wie 5.0 4.0 3.6 
E. All Ages 
Number of Persons (’000) 20,805 23,814 24,807 25,347 26,099 26,495 28,867 29,197 
Pre-Tax Pre-Transfer Income 
Median Income (1991 $000’s) 18.2 22.4 22.4 23.4 23.6 22.1 21.9 21.9 
Indexed Median Income 100 124 124 129 130 121 120 120 
Relative Median Income 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 
Percent Below 0.5 Median Income 2 Ned 2h 24.4 23.8 24.2 25.6 26.4 26.2 


Post-Tax Post-Transfer Income 


Median Income (1991 $000’s) 16.9 20.8 20.7 21.4 21.6 20.6 20.7 20.6 
Indexed Median Income 100 123 122 126 127 122 122 Wee 
Relative Median Income 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 
Percent Below 0.5 Median Income 14.3 12.3 T2Al ite 11.6 ales TAT, 11.8 


Note: The base year for the indexed median income is 1973. 
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Notes 


We would like to thank Dean Lillard, and an 
anonymous referee for helpful comments, while 
at the same time noting that this paper reflects 
solely the views of the authors, and not neces- 
sarily those of Statistics Canada. 


' Pampel (1979) illustrates this nicely with U.S. 
data. The relative incomes of seniors declined 
continuously from the late 1940s through the 
1960s. Major reforms to Social Security took 
place in the late 1960s and early 1970s so that 
by the end of the 1970s the relative economic 
status of the elderly had returned to post-war 
levels. Comparable continuous series of 
income data for Canada only begin in the late 
1960s. The similarity in employment trends 
among the population 65 years and over, 
however, combined with heightened concern 
with old age poverty in the 1960s would suggest 
a comparable pattern in Canada. For data on 
the incomes of the elderly in 1951 and 1961 
see Podoluk (1968). 


This analysis was repeated using the post-tax 
and transfer LICO as the measure of low- 
income, and the results are very similar. The 
tax/transfer system increasingly reduced the 
level of low-income over the 1980s and early 
1990s. For example, among children, based on 
market income, the incidence of low-income 
rises quite dramatically (from 16.8% in 1981 to 
24.1% in 1994). After taxes and transfers are 
added, the actual rate of (post-tax/transfer) low- 
income increase much less (from 12.7% to 
15.6%). Adding the taxes and transfers reduces 
the rate by about four percentage points in 1981, 
but by fully seven points in 1990 and 8.5 points 
by 1994, indicating the increased role played 
by the transfer system up to that time. Similar 
results are evident for 25 to 34 and 45 to 54 
year-olds, where the actual incidence of low- 
income based on disposable income rises in 
the 1990s, but much less than it does under 
market income alone. 


This statistic is usually calculated using census 
families, which include only immediate family 
(the children and the parent). We use the 
economic family which includes immediate 
families and other related individuals. Thus, the 
child of a single mother who is living with her 
parents would not be counted as living in a 
“single parent” family under the definition used 
here but would be if the “census family” 
definition were used. Our assumption is that 
such a child shares in some of the economic 


Le) 


wo 


Zo 


resources of the larger family unit. This means, 
however, the share of children in single parent 
families will be lower than reported elsewhere. 


Since most seniors are not employed, one might 
argue that the higher level of education is not 
relevant regarding its influence on income in 
old age. First, higher levels of education 
improve the employment and earnings capacity 
of those elderly who remain in the labour 
market. Second, those with higher levels of 
education are more likely to have accumulated 
savings and pension entitlements during their 
working lives. 


- 
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The proportion of men employed (the 
employment/population ratio) has been falling 
slowly for some time, from 73.1% at the 1981 
business cycle peak to 71.4% at the 1989 peak. 
It then fell dramatically to 65% in 1992 and has 
remained at that level through 1996. Especially 
noteworthy is the decline for men aged 25 to 
44 from 88% in 1989 to 83% in 1996. The 
employment/population ratio of women rose 
continuously throughout the period to a peak 
of 54% in 1990 and has fallen since then to 
about 52%. In contrast to men in the same 
age group, however, the participation rate for 
25 to 44 year-old women did return to its pre- 
recession level of about 71% by 1996. 
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Chapter 3 


The Declining Labour Market Status of Young Men 


RENE MorisSETTE 


From the early 1960s to about the mid-1970s 
young Canadians lived in an economy which pro- 
duced high growth rates of output and real in- 
come and relatively low unemployment rates. 
They could benefit from the expansion of em- 
ployment in the goods sector and public serv- 
ices, industries typically offering good entry-level 
Opportunities. They were entering the labour 
market in a period when the country’s social 
safety net was becoming more generous. Most 
of them probably expected that their lifetime earn- 
ings would exceed that of their parents. 


Today, young Canadians face a different 
world. The growth of real GDP per capita has 
slowed; median incomes of families and earn- 
ings of full-year full-time employees have stag- 
nated; the unemployment rate has been 
persistently high; budgetary constraints have 
halted employment growth in the public sector; 
and Unemployment Insurance and Income As- 
sistance programs have become more restric- 
tive. Anecdotal evidence suggests that today’s 
young generation does not appear to anticipate 
having a brighter future than that of their parents. 
Rather, they seem to be concerned that struc- 
tural changes in the labour market may have 
decreased their chances of reaching a “decent” 
standard of living. 


The goal of this chapter is to document how 
the young fare in today’s labour market. The fo- 
cus is on young men for two reasons. First, most 
of the recent literature on the growth of earnings 
inequality has concentrated on the study of male 
earnings. This approach is chosen because one 
of the questions addressed is about the conse- 
quences of the growth of earnings inequality on 
youth age-earnings profiles. Second, and more 
importantly, the labour market behaviour of 
women is much more complicated to examine 
because their participation rates have changed 
dramatically over the last twenty years. 
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Using a wide variety of both cross-sectional 
and longitudinal data four major results are un- 
covered. First, as compared to their counterparts 
at the beginning of the eighties, today’s young 
men are faring worse across a wide range of la- 
bour market indicators. The 1990s generation is 
attending school in much greater proportions, but 
those who are not attending school full-time are 
less likely to be employed. At the same time those 
employed are less likely to have a full-time job, 
while those who have a full-time job receive lower 
wages and are much more concentrated in con- 
sumer services, less likely to be unionized, and 
somewhat less likely to be covered by a pension 
plan. Second, most of the decline in young men’s 
real wages remains even after accounting for 
their substantial drop in unionization rate and 
changes in their industrial distribution of employ- 
ment. Third, the drop in their real wages meas- 
ured on a cross-sectional basis appears to have 
had long-term effects: compared to that of previ- 
ous cohorts, the age-earnings profile of recent 
cohorts of young men has deteriorated. Fourth, 
young men’s chances of moving upwards ap- 
pears to be slightly lower in the 1980s than in 
the mid-1970s, even after considering both cy- 
clical effects and any drop in real earnings. 


1. Trends in Employment 


As is well known, the relative importance of youth 
in the population has fallen substantially over the 
last twenty years. In 1976, young men (those 
aged 17 to 24) accounted for 25% of the male 
population aged 17 to 64; twenty years later that 
proportion had dropped to 17% (Table 3.1). Ei- 
ther in response to adverse economic conditions 
or to increasing returns to education, a larger pro- 
portion of young individuals has been staying in 
school full-time since the beginning of the 1980s. 
This proportion has risen from 28% in 1981, to 
37% in 1989 and stands at 45% in 1996. 
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Table 3.1 
Employment Trends of Men Aged 17 to 24 (1976 to 1996) 


1976 


1981 1986 1989 1993 1996 


nnn aay EEEEEEEEE SSS SS 


A. Labour Market Shares of Young Men 


[1] Share of Men Aged 17 to 24 as 25.4 
Percentage of Men Aged 17 to 64 


[2] Percentage of Men Aged 17 to.24 27.8 
who are Full-Time Students 


[3] Percentage of Men Aged 17 to 24 11.4 
who are Neither Employed nor in School 


[4] Percentage of Men Aged 17 to 24 4.5 
who are Neither Active nor in School 


[5] Percentage of Men Aged 17 to 24 20.3 
who are not Active but are in School 


B. All Men Aged 17 to 24 


[1] Participation Rate 75.2 
[2] Employment/Population Ratio 67.5 
[3] Unemployment Rate 10.2 


[4] Rate of Involuntary Part-Time Employment* 1.0 
(5] = [3] + [4] Nitec 


C. Men Aged 17 to 24 not Full-Time Students 


{1] Participation Rate 93.3 
[2] Employment/Population Ratio 83.5 
[3] Unemployment Rate 10.5 


[4] Rate of Involuntary Part-Time Employment* 1.1 


[5] = [3] + [4] 11.6 


24.8 Zio 18.9 17.4 16.7 
Zilgeth 33.6 36.7 44.7 44.6 
12.1 12.4 9.3 12.4 11.2 

3.8 3.6 3.5 4.2 4.6 
17.6 Age 20.9 26.2 fae 
78.6 75.3 195.6 69.6 68.2 
68.6 64.6 68.1 Diet 58.2 
12.6 14.2 9.9 17.1 14.8 

2.4 3.4 2.6 6.3 5.3 
14.7 17.6 1225 23.4 20.1 
94.6 94.0 94.0 SikS 90.6 
82.7 80.5 84.6 75.6 Tho 
ezo 14.3 10.0 17.4 14.5 

2.3 4.0 3.1 7.9 6.7 
14.8 18.3 13.1 25.3 2Aee 


* Number of men aged 17 to 24 involuntary employed part-time divided by the number of men aged 17 to 24 in the labour force. 
Source: Statistics Canada, Labour Force Survey (September files). 


The labour market experience of those who 
are not full-time students and thus, who presum- 
ably have made a transition from school to work, 
has deteriorated. Between the mid-1970s and the 
late 1980s, the participation rate, employment/ 
population ratio and unemployment rate of this 
group have displayed some cyclical variation but 
no upward trend. Roughly 94% of young men 
who were not in school full-time were active in 
the labour market in both 1976 and 1989. Fur- 
ther, 85% were employed and 10% of those who 
were active did not have a job (Table 3.1, Panel 
C). However, all three statistics show that be- 
tween 1989 and 1996, labour market conditions 
have deteriorated. Fewer of them participate in 
the labour market, fewer of them are employed, 
and a greater fraction of those who are active 
are unemployed. 
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Panel B of Table 3.1 tells the same story for 
all men aged 17 to 24. The participation rate of 
this group fell from 76% in 1989 to 68% in 1996. 
In an accounting sense, most of this decline is 
associated with an increase in school attendance: 
the fraction of young men who are not participat- 
ing in the labour market but who are attending 
school either part-time or full-time rose 6 percent- 
age points during the same period, from 21% in 
1989 to 27% in 1996. As a result, the percent- 
age of young men who are neither active nor in 
school has shown little variation between these 
two years. 


Table 3.2 considers individuals who are not 
full-time students and compares their employ- 
ment, unemployment and underemployment 
rates by age group. Two points are worth noting. 
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Table 3.2 
Employment Patterns of Men who are not Full-Time Students: by Age, 1976 to 1996 

1976 1981 1986 1989 1993 1996 
A. Employment/Population Ratio 
[1] 17-24 Years 83.5 82.7 80.5 84.6 75.6 77.5 
[2] 25 to 34 Years 93.5 92.1 88.9 90.8 84.8 86.7 
[3] 35 to 64 Years 93.5 92.1 88.9 90.8 84.8 86.7 
[4] = [1] 3] 0.89 0.90 0.91 0.93 0.89 0.89 
B. Unemployment Rate 
[1] 17 to 24 Years 10.5 12.5 14.3 10.0 17.4 14.5 
[2] 25 to 34 Years 4.0 5.1 8.3 5.9 10.9 8.5 
[3] 35 to 64 Years 2.9 3.8 Bye 4.3 8.3 6.8 
[4] = [1] 3] 3.6 3.3 2.6 23 2.1 24 


C. Unemployment Rate + Rate of Involuntary Part-Time Employment 


[1] 17 to 24 Years 11.6 
[2] 25 to 34 Years 4.3 
[3] 35 to 64 Years Sal 
[4] = [1] [3] 3.7 


D. Duration of Unemployment* 


[1] 17 to 24 Years 12.3 
[2] 25 to 34 Years 13.3 
[3] 35 to 64 Years 18.9 
[4] = [1] [3] 0.65 


14.8 18.3 13.1 25.2 Aalee 
ee) 10.1 6.9 13.9 1 OR/, 
4.3 6.6 5.0 10.3 8.5 
3.4 2.8 2.6 2.4 Zib 

14.3 15.8 les 23.3 WS) 

16.6 23.4 19.8 29.0 26.7 

20.8 33.2 2c) 35.1 32.8 

0.69 0.48 0.42 0.66 O55 


* Average number of weeks a person has been looking for work, as of the time of the interview. 
Source: Statistics Canada, Labour Force Survey (September files). 


First, although unemployment rates and rates of 
underemployment (unemployment plus involun- 
tary part-time employment) of young males are 
now higher than they were in 1976, they are in 
fact lower relative to those of males aged 35 to 
64. The same argument applies to the employ- 
ment rates: employment/population ratios of 
young males are now lower than they were in 
1976 but show no deterioration relative to those 
of older workers. Second, between 1981 and 
1989, the duration of (truncated) spells of unem- 
ployment has trended upwards for workers aged 
25 or more but not for young men. As a result, 
even though the duration of unemployment has 
risen for youth over the last seven years, it is 
lower in 1996 than it was in 1976 relative to that 
of older workers. 


The type of jobs young men hold has 
changed in at least three ways over the last fif- 
teen years. First, the distribution of full-time youth 
employment has shifted markedly away from 
manufacturing and public services to low-paid 
jobs in consumer services. Of all young males 
employed full-time in 1981, 30% worked in manu- 
facturing industries, 23% in consumer services 
and 8% in public services (Table 3.3). The corre- 
sponding numbers were 23%, 33% and 4% in 
1995. While these shifts are also observed 
among the population of male workers aged 25 
to 64, they are much less pronounced. Second, 
while the unionization rate of all full-time male 
workers has decreased slightly between 1981 
and 1995, the rate of young men working full- 
time has dropped by 50% during that period: from 
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Table 3.3 
Distribution of Employment by Industry: Men Employed Full-Time, 1981-1995 


17 to 24 Years 25 to 64 Years 17 to 64 Years 


1981 1989 1995 1981 1989 1995 1981 1989 1995 
Agriculture 2.6 2.4 2.8 0.7 0.9 0.9 1.1 tea. 1.1 
Forestry and Mining 4.5 2.6 3.5 4.4 4.0 3.6 4.4 3.8 3.5 
Construction 10.8 13.1 223 7.4 8.6 Thal 8.0 9.2 VAT 
Manufacturing SO Ae 22S 28.09 20.7 Wee le 28.4 275 26.8 
Distributive Services Wee2 abst 14.1 19.5 its }45) 18.3 18.7 Us 17.9 
Business Services Ber, 6.7 7.0 AS 8.0 9.7 ee 7.8 9.4 
Consumer Services 23.3 29.7 Sore Wal? 12.1 13.8 13.8 14.5 15.9 
Public Services TAL. is 4.2 20.9 20.4 19.4 18.4 18.6 17.8 


Source: Statistics Canada, Survey of Work History for 1981, Labour Market Activity Survey for 1989, Survey of Work Arrangements 


for 1995. 


33% in 1981 to 15% in 1995 (Table 3.4). Third, 
the fraction of full-time jobs covered by a pen- 
sion plan has fallen for young men from 29% to 
25% between 1984 and 1995 but has remained 
virtually unchanged at 64% among older male 
workers. Hence, full-time jobs held by young men 
are now found less often in high-paying sectors 
of the economy, are much less unionized and 
provide lower pension plan coverage. 


The result is that a large fraction of youth is 
now part of what could be called a contingent 
workforce. In 1995, 17% of all young men active 
in the labour market were unemployed, 8% were 
involuntarily employed part-time, and 10% were 
employed in non-permanent positions (Table 3.5). 
Hence, 35% of them either did not have a job, 
were underemployed or employed in temporary 
jobs. The corresponding number for men aged 
25 to 64 years is 15%. 


‘2. Annual Earnings and 
Hourly Wages 


Between 1969 and 1977, real annual earnings 
of men aged 18 to 24 employed full-year full-time 
rose 30% (Figure 3.1). Earnings began dropping 
after 1977, fell abruptly between 1981 and 1983 
and have not recovered. As a result, young men 
working full-time year round in 1994 earned (in 
real terms) what their counterparts received in 
1969. 


This decrease in real annual earnings oc- 
curred in conjunction with a drop in real hourly 
wages. Real hourly wages of men aged 17 to 24 
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working full-time fell roughly 20% between 1981 
and 1986 (Figure 3.2). They rose 5 percentage 
points between 1986 and 1990 and then fell again 
between 1990 and 1993. Meanwhile, men aged 
45 or more enjoyed substantial gains: between 
1981 and 1993 their real wages rose by at least 
15%. 


The drop in earnings of youth relative to 
prime-age workers is not unique to Canada. 
While there are cross-country differences in both 
the timing and magnitude of the drop, youth rela- 
tive earnings fell in numerous countries between 
the mid-1970s and the mid-1990s: the United 
States, the United Kingdom, Australia, France, 
Germany and Japan (OECD 1996). 


Various explanations have been put forward 
to explain the widening of wage differentials 
across age groups. The idea that changes in the 
relative labour supply of youth caused that wid- 
ening can be easily dismissed because in most 
of these countries the share of young individuals 
in the labour force has been falling. Hence, other 
things equal, one would expect that changes in 
the relative labour supply of youth would de- 
crease wage differentials across age groups. 


The changes in the composition of employ- 
ment by industry could explain part of the de- 
crease in youth real relative wages in Canada. 
Between 1981 and the mid-1990s, full-time em- 
ployment has shifted towards consumer services 
(which generally offer low-paid jobs) among youth 
to a greater extent than it did among older work- 
ers. Furthermore, youth unionization rate has 
fallen substantially. 
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Table 3.4 
Unionization Rate of Men Employed in Full-Time Jobs, 1981-1995 
17 to 24 Years 25 to 64 Years 17 to 64 Years 
1981 32.8 46.1 43.6 
1986 222 45.3 41.9 
1989 24.0 44.5 41.7 
1995 15.1 40.4 37.8 


Note: For the years 1981, 1986 and 1989, the numbers are based on the following question: 
“Are you a member of a union or other group which bargains collectively with this employer?” 
For 1995 the numbers are based on the following question: 
“Are you a union member in your (main) job?” 
Source: Statistics Canada, Survey of Work History for 1981, Labour Market Activity Survey for 1986 and 1989, Survey of Work 
Arrangements for 1995. 


Table 3.5 


Contingent Workforce: Men Aged 17 to 64, 
not Full-Time Students and in the Labour Force, 1995 


17 to 24 Years 25 to 64 Years 17 to 64 Years 
Unemployed 16.9 Tee 8.7 
Employed Involuntary Part-Time 8.3 22 2.8 
Non-Permanent Employment O99 Sal 5.6 
Contingent Workforce 615). 1 15.0 Wea 
Other 64.8 85.0 82.9 


Note: Contingent Workforce refers to the sum of Unemployed, Employed Involuntary Part-Time and Non-Permanent 
Employment. 
Source: Statistics Canada, Survey of Work Arrangements for 1995. 


Figure 3.1 
Indexed Real Annual Wages and Salaries of Men Employed Full-Year 
Full-Time, by Age, 1969-1994 (1969 = 100) 
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Figure 3.2 
Indexed Real Hourly Wages of Male Paid Workers* Employed Full-Time, by 
Age,1981-1993 (1981 : 100) 
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* Male paid workers aged 17-64 employed full-time in their main job in December. 
Source: Survey of Work History of 1981, Survey of Union Membership of 1984, Labour Market Activity Surveys of 1986-1990, 


and Survey of Labour and Income Dynamics of 1993. 


To assess the contribution of these two fac- 
tors the data for 1981 and 1993 are combined, 
and the natural logarithm of hourly wages is re- 
gressed on a set of controls for industry, union 
status, occupations and regions for each of five 
age groups (17 to 24, 25 to 34, 35 to 44, 45 to 
54, and 55 to 64). The regressors also include a 
dummy variable that equals 1 in 1993 and 0 in 
1981 (referred to as year93). This variable meas- 
ures how much real hourly wages fell between 
1981 and 1993. Ideally, one would like to include 
controls for education. However, changes in the 
educational categories introduced in 1990 do not 
allow a comparison of schooling levels between 
1981 and 1993. Interaction terms between the 
year dummy and the other regressors are ex- 
cluded: this restricts the temporal changes in real 
hourly wages to be the same in ail industries, 
occupations, regions and types of jobs (union- 
ized versus non-unionized). The year dummy can 
be thought as capturing “average” changes in real 
wages that occurred between 1981 and 1993 
within jobs. The results obtained from this speci- 
fication (Model 2) are compared to those of a 
simple model where the natural logarithm of 
hourly wages is regressed only on an intercept 
and year93 (Model 1). This allows us to assess 
the extent to which sectoral changes in the com- 
position of employment by industry and union 
Status can explain the changes in real hourly 
wages across age groups. 
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The results are presented in Table 3.6. The 
message is unambiguous. For all five age groups, 
most of the change in real hourly wages observed 
between 1981 and 1993 remains after control- 
ling for interindustry employment shifts and 
changes in unionization rate. For instance, Model 
1 suggests that real hourly wages of young men 
employed full-time fell 19% (exp[-0.216] - 1) be- 
tween 1981 and 1993. Model 2 shows that even 
after controlling for changes in employment 
across broad industrial groups and union status, 
real wages for this group dropped 14% 
(exp[-0.151] -1). Thus sectoral changes in the 
composition of employment by industry and the 
drop in unionization rate do not appear to be the 
main factors behind the drop in youth real wages. 
This is consistent with the fact that the decline in 
youth relative wages is observed in all broad in- 
dustrial and occupational groups (Betcherman 
and Morissette 1994). 


Another argument is that the growth of in- 
ternational trade has increased the worldwide 
supply of low-skilled workers and thus has put 
downward pressures on wages of these workers 
while at the same time pulling up wages of high- 
skilled workers (Wood 1994). Alternatively tech- 
nological changes—such as the introduction of 
the personal computer—may have increased the 
relative demand for high-skilled workers and thus 
increased the wage gap between workers with 
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Table 3.6 


Changes in Real Hourly Wages by Age: 
Male Paid Workers Employed Full-Time 1981 and 1993 


Model 1 

17 to 24 Years -0.216 
(15.26) 

25 to 34 Years -0.063 
(6.36) 

35 to 44 Years 0.081 
(6.94) 

45 to 54 Years 0.214 
(152s) 

55 to 64 Years 0.139 
(7.27) 


Model 2 Sample 
Size 
-0.151 4,054 
(ieos) 
-0.038 7,397 
(4.16) 
0.085 STASI, 
(7.89) 
0.171 4,174 
(13.32) 
0.142 2,422 
(8.13) 


Note: |The numbers presented in this table are the coefficients of a dummy variable (year93) which equals 1 in 1993, 0 in 1981. 
For both models, the data for the years 1981 and 1993 have been pooled. The dependent variable is the natural logarithm 
of hourly wages (in 1993 constant dollars). Model 1 includes only an intercept and the dummy variable year93. Model 2 
includes the following additional regressors : 1) industry (7 dummy variables), 2) occupation (7 dummy variables), 
3) regions, (4 dummy variables) and, 4) union status. The percentage change in real hourly wages equals the antilog of 
these coefficients, minus 1. For instance, Model 2 suggests that between 1981 and 1993, real hourly wages of men aged 
17-24 fell by 13.9%, i.e. exp(-0.151) - 1. Absolute values of t-statistics are in parentheses. Regressions are run using 


ordinary least squares. The categories “consumer services 


reference groups. 


n 


, ‘clerical occupations”, “Ontario” and “non unionized” are the 


Source: Survey of Work History for 1981 and Survey of Labour and Income Dynamics for 1993. 


high and those with low human capital, which is 
generally proxied by labour market experience 
and education (Katz and Murphy 1992). 


3. Changes in 
Age-Earnings Profiles 


While the drop in youth real earnings is, on a 
cross-sectional basis well documented (Beach 
and Slotsve 1994; Morissette, Myles and Picot 
1994), whether the age-earnings profile of young 
workers has shifted downward over time remains 
unknown. Real earnings of young workers could 
be lower at the beginning of their career but could 
increase faster afterwards and thus exceed those 
of their counterparts after a certain number of 
years. In other words, the new age-earnings pro- 
file could cross the former age-earnings profile. 
To determine whether this is the case or not, lon- 
gitudinal data are required. 


Longitudinal data from the T4 supplemen- 
tary (T4S) tax file, over the period 1975 to 1993 
are used. The data are based on a 1% sample of 
all Canadians who received a T4S form and filed 
aT1 tax return in at least one year between 1975 
and 1993 (see the Appendix for more details). 


The annual earnings in this file are based on T4S 
forms issued by employers, while the age and 
gender of workers are determined from T1 
records. 


Both the T4S and the 11 file are required to 
create the tax-based data set. This is so because 
annual earnings derived from the former are con- 
sistent over time, but not necessarily so for low 
earnings if derived from the latter. (Tax credits 
introduced in the mid-eighties provided an incen- 
tive for low earners to file a T1 form that they 
would otherwise not have had to complete). The 
T1 file is required to obtain information on the 
age and gender of individuals. The three main 
advantages of this longitudinal file are: [1] the 
accuracy of annual earnings; [2] the large size of 
the sample; and [3] the length of the time inter- 
val covered. The main weakness of the file is the 
absence of detailed information on individual 
socio-economic characteristics: the file contains 
no data on education levels, school attendance, 
occupation and marital status, among other vari- 
ables. 


The extent to which the drop in youth real 
earnings measured on a cross-sectional basis 
has had long-term effects is assessed by 
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Table 3.7 


Real Annual Earnings Cumulated Over Ten Years by Male Paid Workers: 
1975 to 1984 and 1984 to 1993 


 ————————————————————————— 


Age at the [1] [2] [3] [4] 
Beginning of 1975 to 1984 1984 to 1993 Difference Percentage 
the Period [1]-[2] Change 
(1989 Dollars) 
18-24 258,130 230,619 Teo -10.7 
25-29 346,117 322,772 23,345 -6.7 
30-34 392,203 375,916 16,287 -4.2 
35-44 402,704 418,860 -16,156 4.0 


el 


Note: The calculations are for men with positive earnings during all ten years of the period considered. 


Source: T4 Supplementary file. 


considering two periods: 1975 to 1984, and 1984 
to 1993. Each period covers ten years, includes 
a recession and ends with the beginning of a 
phase of recovery. For each, a sample of work- 
ers who had positive earnings during all ten years 
was selected. For instance, to compare the out- 
comes of young males over the last two decades, 
| select: [1] men who were aged 18 to 24 in 1975 
and who had positive earnings during all ten 
years from 1975 to 1984; and [2] men who were 
aged 18 to 24 in 1984 and who had positive earn- 
ings during all ten years from 1984 to 1993. 


First, average real cumulated earnings of 
men aged 18 to 24 (at the beginning of the peri- 
ods considered) fell 11% or by roughly $27,000 
between these periods (Table 3.7). In contrast, 
earnings of men 35 to 44 years rose a modest 
4%. Second, the age-earnings profile of the sam- 
pled workers reveals that in 1984 real annual 
earnings of men 18 to 24 were 20% lower than 
those of their counterparts in 1975 (see year 1 in 
Figure 3.3). This gap narrowed to 10% five years 
later (in year 6) but did not disappear by the end 
of the period.' The same story holds for 21 to 24 
year olds and for those 25 to 29 years of age. 
However, real earnings of cohorts of 35 to 44 
year olds exhibit a different pattern. Specifically, 
after the third year, the real earnings of those 35 
to 44 in 1984 lie well above those who were the 
same age in 1975. 


One could argue that the downward shift in 
the age-earnings profile of men aged 21 to 24 
can be explained entirely by the growth of indi- 
viduals combining full-time school and part-time 
work. There are, however, two problems with this 
reasoning. First, while this argument may explain 
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part of the gap between the real earnings of the 
1984 cohort and those of the 1975 cohort during 
the first years of the period (that is, more young 
men combining school and part-time work and 
thus receiving relatively low earnings), it can 
hardly explain why a gap still remains after ten 
years of observations. Second, data from the 
Survey of Consumer Finances show that a simi- 
lar shift is observed among men aged 21 to 24 
who work full-year full-time (Figure 3.4). Thus, 
the growing importance of individuals combining 
school and part-time work cannot be the whole 
story. 


An alternative explanation is that this down- 
ward shift in youth age-earnings profile could sim- 
ply be due to higher unemployment rates during 
the second period: once cyclical effects are taken 
into account the age-earnings profile could have 
remained unchanged. To deal with this issue, the 
natural logarithm of real earnings of individual i 
at time t, y(i,t), is modeled as: 


y(i,t) = Bo + BX(i,t) + BLURate(i,t) + u(i,t) (3.1) 


where u(i,t) is a random term, URate(i,t) is the 
regional unemployment rate of men aged 25 to 
54 and X(i,t) is a vector containing the following 
explanatory variables: five regional dummies; a 
quadratic in age; two cohort dummies (co- 
hort79=1 if individuals are 21 to 24 in 1979, and 
0 otherwise; cohort83=1 if individuals are 21 to 
24 in 1983, and 0 otherwise); and four interac- 
tion terms between the cohort effects and the 
quadratic in age. The cohort dummies allow the 
intercept of the age-earnings profile to vary 
across cohorts, while the interaction terms allow 
the slopes of the age-earnings profiles to vary. 
The 1975 cohort is used as the reference group. 
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Figure 3.3 
Real Earnings Path of Men Between 1975 and 1984, 
and Between 1984 and 1993 
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Note: The thick (thin) line shows real annual earnings which workers aged x-y in 1975 (1984) received during the 1975-84 
(1984-93) period. Real annual earnings are expressed relative to those received in 1975 by workers aged x-y in 1975. 
Source: T4 data. 
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Figure 3.4 
Real Earnings of Synthetic Cohorts of Men Working Full-Year Full-Time 
(21 to 24 Years of Age at the Beginning of the Period) 
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Source: Survey of Consumer Finances. 


| focus on men aged 21 to 24, rather than 
on those aged 18 to 24, in order to reduce the 
influence of the growth in school enrollment on 
the results. (It is impossible to distinguish full- 
year full-time workers from other workers be- 
cause the T4S contains no information on hours 
worked.) This regression is run on a sample that 
pools three cohorts: [1] men aged 21 to 24 in 
1975 with positive earnings between 1975 and 
1985; [2] men aged 21 to 24 in 1979 with posi- 
tive earnings between 1979 and 1989; and 
[3] men aged 21 to 24 in 1983 with positive earn- 
ings between 1983 and 1993. This is done in 
order to take full advantage of the information 
included in the data. (Since the observation pe- 
riod is from 1975 to 1993, choosing four-year birth 
cohorts allows three different cohorts of workers 
to be followed over eleven years.) 


| first assume that the random term u(i,t) is 
independent across individuals (no cross- 
sectional correlation), has the same variance 
across individuals (no cross-sectional hetero- 
scedasticity), and is independent across years 
for a given individual (no serial correlation). These 
assumptions permit the use of Ordinary Least 
Squares (OLS). | then allow for first-order serial 
correlation and reestimate the model using fea- 
sible generalized least squares (FGLS).?° The 
regression results for selected coefficients using 
Least Squares and FGLS are presented in Table 
3.8. As expected, annual earnings are negatively 
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correlated with unemployment. The dummy vari- 
able for the 1983 cohort and the interaction terms 
between the cohort dummy and the quadratic 
term in age are significant, suggesting that the 
age-earnings profile of the 1983 cohort does dif- 
fer from that of the 1975 cohort. To see how they 
differ, we plot the relative age-earnings profile 
that would have been observed had the unem- 
ployment rate been the same for both cohorts. 


The first panel of Figure 3.5 suggests that 
even if unemployment rates had been the same 
for both cohorts, real earnings of the 1983 co- 
hort would have still started at a much lower level 
than those of the 1975 cohort, would have ap- 
proached those of the 1975 cohort as individu- 
als aged, but would have remained roughly 5% 
lower even after ten years in the labour market. 
This is evidence that lifetime earnings of youth 
have fallen. 


This exercise is repeated for four-year birth 
cohorts of men aged 25 to 28 and 41 to 44, and 
the results shown in Table 3.8 and the second 
and third panels of Figure 3.5. Contrary to the 
findings for men aged 21 to 24, Least Squares 
and FGLS yield strikingly different results. In par- 
ticular, the coefficients of cohort83 and the two 
interaction terms change drastically when a cor- 
rection for first-order serial correlation is applied. 


Why do these coefficients change so much? 
One possibility is that cohort effects may be hard 


At 


Figure 3.5 
Estimated Age-Earnings Profile of the 1983 
Cohort Relative to the 1975 Cohort 
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OLS: Ordinary Least Squares Method 
FGLS: Feasible Generalized Least Squares 
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Table 3.8 
Regression Results from Longitudinal Data 


ener —— 


Selected Coefficients Men Aged 21-24 Men Aged 25-28 Men Aged 41-44 


Least FGLS Least FGLS Least FGLS 


Squares Squares Squares 
a a a a es a 
Age 0.356 0.114 0.205 -0.111 0.089 -0.286 
(26.07) (2.79) (14.35) (2.28) (3.13) (2.22) 
Age Squared/100 -0.537 -0.149 -0.277 0.165 -0.097 0.250 
(21.53) (2.21) (12.20) (2.36) (3.23) (2.04) 
Cohort83 -2.15 -2.14 -0.519 -3.6 -2.49 -17.33 
(8.21) (2.49) (1.65) (3.05) (2.68) (3273) 
Cohort83 x Age 0.139 0.136 0.025 0.2 0.107 0.668 
(7.25) (2.40) (1.25) (2.95) (2.74) (3.80) 
Cohort83 x (Age Squared/100) -0.228 -0.222 -0.033 -0.282 -0.111 -0.644 
(6.59) (2.36) (1.03) (2.88) (2.70) (3.85) 
Unemployment Rate -0.027 -0.025 -0.021 -0.019 -0.015 -0.014 
(25.93) (24.57) (22.25) (21.24) (12.45) (13.65) 
rho* 0.681 0.728 0.822 
(377.48) (414.29) (404.04) 
Sample Size 172,040 156,400 169,620 154,200 100,529 91,390 


* 


The dependent variable is the natural logarithm of real annual earnings. The full set of regressors is: an intercept; four regional 
dummy variables; regional unemployment rate of men 25 to 54; two dummy variables for the 1983 and 1979 cohorts (the 1975 
cohort is the omitted category); age; age squared; four interaction terms between the cohort dummies and the quadratic term in 
age. The model is estimated both with Least Squares and with feasible generalized least squares (FGLS) assuming first-order 
serial correlation. The coefficient for rho is derived by regressing res(i,t) = rho*res(i,t)-1 + v(i,t), where res(i,t) and res(i,t-1) are 
residuals (from least squares) for individual i at time t and v(i,t) is a white noise error.T statistics are in parentheses. The sample 
size equals N times T, where N is the number of individuals and T is the number of periods in the panel. For this sample T = 11. 
When FGLS is used the first observation is deleted for each individual and thus the sample size then equals N times T-1. 
Source: Revenue Canada’s T-4 supplementary file. 


to identify once we start correcting for first-order 
serial correlation. If p=1 and one were to trans- 
form the data and apply generalized least 
squares, the cohort effects (in levels) would not 
be identified. It is possible that even though p 
equals only 0.73 in our models, we start losing 
identification of the cohort effects when the cor- 
rection for autocorrelated residuals is applied. 
The fact that the coefficients of the cohort effects 
change more than the coefficients of some other 
explanatory variables (the unemployment rate 
and the regiona! dummies) is consistent with that 
conjecture. 


In any event, although the results are mixed 
(in terms of the estimated age-earnings profile 
of the 1983 cohort relative to that of the 1975 
cohort) for men aged 25-28 and men aged 41- 
44, both raw data and the regression results from 
LS and FGLS provide evidence that (for men 


Statistics Canada — Catalogue No. 89-553-XPB 


aged 21 to 24) the age-earnings profile of the 
1983 cohort has shifted downward relative to that 
of the 1975 cohort even after removing cyclical 
effects. Estimated earnings from OLS coefficients 
suggest that men aged 24 in 1983 experienced 
a cumulative earnings loss of $16,430 (in 1989 
constant dollars) during an eleven-year period 
compared to men aged 24 in 1975. (Furthermore, 
estimated earnings from LS coefficients suggest 
that in 1983, men aged 24 earned $16,923 while 
in 1975, men aged 24 received $19,278.) Thus, 
the long-term effects of the drop in youth real 
wages appear (at least for 21 to 24 year olds) to 
be far from negligible. 


4. Upward Earnings Mobility 


The decline in youth real earnings measured on 
a cross-sectional basis and the downward shift 


of the age-earnings profile suggest that today’s 
young workers will spend a greater fraction of 
their career receiving low earnings than their 
counterparts did in the mid-seventies. This would 
be so, simply because they start at lower wages 
and do not catch up even after ten years. 


A related issue is whether the chances of 
moving out of the bottom of the real earnings dis- 
tribution have changed in the 1980s after con- 
trolling both for cyclical effects and for any drop 
in their earnings. In other words, net of cyclical 
effects and of changes in real earnings, the du- 
ration of spells of low earnings experienced by 
young workers may have increased over the last 
decade. This could happen if changes in firms’ 
hiring practices (due to greater competition and/ 
or technological changes) led more young men 
to be trapped in non-permanent jobs that would 
offer little or no prospect for career advancement 
and would therefore lower the speed at which 
they cross different earning thresholds. 


In pursuing this issue, the first task is to 
define a low-earnings threshold. Since any 
definition is arbitrary, two thresholds are selected 
to measure transitions into the bottom of the earn- 
ings distribution. The first is set at $13,509 (in 
1993 dollars) and is close to Statistics Canada’s 
low-income cut-off (LICO) for one adult living in 
an urban area of less than 30,000 people 
($13,063). The second is $21,073 (in 1993 dol- 
lars) and approximates the LICO for a family of 
two people living in an urban area of at least half 
a million people ($20,603). For simplicity, these 
two thresholds will be referred to as being equal 
to $13,000 and $21,000 respectively. 


It is well known that the fraction of male earn- 
ers who receives low earnings has increased 
during the 1980s. The relative importance of low 
earners has increased in all age groups, espe- 
cially among males under 35. For instance, 
Morissette and Bérubé (1996) show that 23% of 
male earners 25 to 34 years received less than 
$21,000 in 1975, compared to 40% in 1993. 


To examine whether the duration of spells 
of low earnings has changed through time, | first 
calculate the fractions of new spells of low earn- 
ings started by young men between 1976 and 
1992 lasting at least 2 years, 3 years, 4 years, 
and so on.*° A spell of low earnings is defined to 
begin when a worker starts receiving positive 
earnings less than $13,000 or $21,000. It ends 
either when a worker stops receiving earnings 
next year or when he starts receiving higher 
earnings next year. It is right-censored (that is, 
incomplete) if a worker is still earning less than 
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$13,000 or $21,000 in 1993, the last year of avail- 
able data. 


Table 3.9 shows the results of this exercise. 
Of all men who start earning less than $13,000 
($21,000) in a given year, roughly 40% (50%) 
remain in that state for at least two years. A quick 
examination of the table reveals that the 
chances of remaining in the bottom of the 
earnings distribution for a given number of years 
are affected by macroeconomic conditions. 
Hence, to test whether or not spells of low earn- 
ings lasted longer in the 1980s than in the 1970s, 
we have to control for business cycle effects. 


The duration of a spell of low earnings is 
likely to depend not only on macroeconomic con- 
ditions prevailing at the beginning of the spell, 
but also on those prevailing during the years fol- 
lowing the beginning of that spell. It should also 
depend on workers’ real earnings at time t. Other 
things being equal, the greater the distance be- 
tween workers’ real earnings and the threshold 
used to define low earnings, the less likely a 
worker is to move out of the bottom at time t+1. 
An empirical framework incorporating time- 
varying covariates is needed to take these is- 
sues into account. Even if the endings of all spells 
were observed, conventional regression analysis 
(the use of Least Squares to model the duration 
of spells of low earnings as a function of certain 
explanatory variables) would not deal with this 
problem. To incorporate time-varying covariates, 
we need to use a duration model (Kiefer, 1988). 


Since the unit of time used to analyze spells 
of low earnings is long (one year) relative to the 
total period of observation (19 years for the pe- 
riod 1975 to1993), and since spells of low earn- 
ings cannot take place at any time, a duration 
model based on discrete time analysis is used. 
Specifically, a logit model is used to estimate the 
probability of a spell ending in a given year. 


To estimate the probability of an individual 
leaving the bottom of the earnings distribution at 
time t+1, a data set whose unit of observation is 
a spell-year of low earnings is constructed. Put 
simply, if a spell of low earnings lasts seven years, 
there will be seven observations associated with 
that spell in the data set. For each spell-year, the 
following explanatory variables are included: four 
regional dummies; a regional unemployment rate 
(specific for each age group) at time t; the dis- 
tance between workers’ earnings at time t and 
the threshold used to define low earnings; a set 
of spell length dummies; and a dummy variable 
equalling 1 from 1985 onward and 0 otherwise. 
The regional dummies allow the hazard rates (the 
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chances of ending a spell of low earnings given 
that one has been in that state for a given number 
of years) to vary across regions. This may hap- 
pen if regions vary in the diversification of their 
industrial structure. If so, opportunities for mov- 
ing from a low-wage industry to a high-wage in- 
dustry—and thus the degree of upward mobility— 
may differ across regions. 


The age/region-specific unemployment rate 
is used to control for business cycle effects. The 
distance between workers’ earnings at time t and 
the low earnings threshold allows us to measure 
the rate of mobility conditional on workers’ earn- 
ings. The set of spell length dummies are used 
to estimate the slope of the hazard rates.® | also 
test whether workers’ chances of leaving the 
bottom of the earnings distribution are (after con- 
trolling for cyclical effects and changes in real 
earnings) lower during the second half of the 
1975-1993 period than during the first half by in- 
cluding a dummy variable equalling 1 in 1985 and 
0 afterwards. The use of this variable is based 
on the assumption that the expansion period of 
the second half of the 1980s was, in some sense, 
different from previous expansion periods. 
Specifically, increases in competition induced by 
the growth of international trade and technologi- 
cal changes may have led firms to increase the 
flexibility with which they manage their 
workforces. Firms may have increased the 
number of temporary, part-time or contract work- 
ers, especially among young workers. If this were 
the case, the rate at which youth earnings would 
grow could decrease and thus, youth upward 
mobility could have dropped. 


A multinomial logit model is used because 
spells of low earnings may end in two different 
ways: a worker may stop receiving earnings or 
may start receiving earnings higher than $13,000 
or $21,000 next year (Hosmer and Lemeshow 
1989). Since earnings mobility is likely to differ 
across age groups, the model is estimated sepa- 
rately for the three following age groups defined 
at the beginning of the spell: 18 to 24 years; 25 
to 34 years; and 35 to 50 years. The model is 
also estimated for each of the two thresholds, 
$13,000 and $21,000. The dependent variable 
equals: 0 if a worker remains in the bottom of the 
earnings distribution at time t+1; 1 if he stops 
receiving earnings at time t+1; and 2 if he starts 
receiving higher earnings next year at time t+1.’ 
(The detailed estimation results are available 
upon request as an appendix to this chapter.) 


Two facts emerge for workers under 35 
regardless of the threshold used. First, after 
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controlling for cyclical effects, the chances of 
leaving a state of low earnings are slightly lower 
from 1985 on than before 1985. Second, the 
longer a worker has been receiving low earnings, 
the smaller are the chances of ending a spell of 
low earnings.’ Why this is so is unclear. At least 
two explanations can be put forward (Bane and 
Ellwood 1986). One possibility is that, for given 
observable as well as an unobservable charac- 
teristics, it may be harder for workers to escape 
the bottom of the earnings distribution as time 
elapses. Long periods of low earnings could 
make it increasingly difficult for workers to get 
high-paying jobs that allow them to move up in 
the earnings distribution. A second possibility is 
that workers are heterogeneous in terms of un- 
observed abilities. Some workers can have low 
and constant exit rates while others can have high 
and constant exit rates. As time elapses, the 
former account for a larger fraction of spells. As 
a result, the declining exit rate observed in the 
aggregate could result from this mixture of group- 
specific exit probabilities. 


To illustrate, the probability of a worker mov- 
ing out of the bottom of the earnings distribution 
next year, given that he has been receiving low 
earnings for a given number of years, is pre- 
sented in Table 3.10. This probability is the sum 
of the probability of moving down (of receiving 
no earnings next year) and the probability of 
moving up (receiving higher earnings next year). 
Estimates of these two probabilities are also of- 
fered. The numbers are calculated by assum- 
ing an unemployment rate of 10%, 6%, and 4% 
for male workers aged 18 to 24, 25 to 34 and 35 
to 50 respectively.'° Furthermore, they are based 
on the mean distance (defined for each age 
group) between workers’ earnings and the low 
earnings threshold. 


As indicated in Table 3.10 the probability of 
moving out of the low earnings area has dropped 
slightly among workers under 35. For these em- 
ployees, the lower exit probabilities are mainly 
due to falling chances of moving up in the earn- 
ings distribution. For instance, among males 
aged 18 to 24, the probability of moving up after 
receiving less than $21,000 for two years dropped 
from 16% in 1976-84 to 13% in 1985-92. This 
probability dropped from 22% to 20% among 
males aged 25-34 and remained unchanged at 
21% for males aged 35-50, suggesting no de- 
cline in upward mobility for older workers. Re- 
sults not shown here indicate that these 
qualitative conclusions hold when the $13,000 
earning threshold is considered. 
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Table 3.10 
Probabilities of Escaping Low Earnings by Length of the Spell and Type of Exit 
Probability of Probability of Total Probability 
No Earnings Higher Earnings of Escaping 
Year 1976-84 1985-92 1976-84 1985-92 1976-84 1985-92 


————————————— 


A. Spells of Low Earnings Started by Men 18 to 24 at the Beginning of the Spell 


percentage 
1 13.9 13.0 18.7 eS 32.5 28.6 
2 13.5 12.6 1597 12.9 29.2 2515 
3 12.0 Whe 14.4 11.8 26.5 23.0 
4 11.6 10.8 13.4 11.0 25.1 21.8 
5 12.0 iil 13.6 11.2 25.6 22.3 
6 10.5 9.7 13.0 10.6 23.5 20.3 
i 11.5 10.6 10.8 8.8 22.2 19.3 
8 10.1 9.3 10.8 Bid 20.9 18.1 
ce) illo. 10.2 10.5 8.5 21.6 18.7 
10 or More 11.3 10.3 7.4 5.9 18.6 16.2 


B. Spells of Low Earnings Started by Men Aged 25 to 34 at the Beginning of the Spell 


percentage 
1 20.6 20.3 Zi 8) 25.4 47.9 45.6 
2 WAY 17.3 P| 7 20.0 39.4 37.3 
3 16.2 15.8 17.8 16.4 34.1 32.2 
4 15.6 iL Set 15.3 14.0 30.8 29.1 
5 14.1 13.6 12.8 Wilez/ 26.9 oe 
6 13.4 13.0 12.0 10.9 AES) 23.9 
7 12.7 12.2 10.7 9.7 23.4 21.9 
8 1SE7 The 9.4 8.5 Zon PE leit 
9 13:6 13.0 7.4 6.7 21.0 19.7 
10 or More lites U@sr 6.1 Bis) i7/ee) 16.2 


C. Spells of Low Earnings Started by Men Aged 35 to 50 at the Beginning of the Spell 


percentage 
1 23:2 XEN) PAT HT 50.9 50.9 
2 19.3 19.3 20.9 20.9 40.2 40.2 
3 16.7 ANGY7/ 14.3 14.3 oie hi) 1) 
4 15.4 15.4 WA 12.2 27.6 27.6 
is) 18353) ieee 11.0 11.0 24.3 24.3 
6 1325 1325 9.1 91 22.0 22.5 
7 12.0 12.0 8.3 8.3 20.2 20.2 
8 11.0 11.0 7.4 7.4 18.3 18:3 
9 11.6 11.6 By BZ 16.8 16.8 
10 or More lee alee 4.4 4.4 15.6 15.6 


Note: Low earnings refers to less than $21,073 in 1993 constant dollars. The numbers presented in this table assume that the 
unemployment rate equals 10%, 6% and 4% for men aged 18 to 24, 25 to 34 and 35 to 50, respectively. For men aged 35 
to 50, the probabilities are the same for both periods because the dummy variable which equals 1 in 1985 and afterwards is 
not statistically significant at the 5% level. 
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Thus, even after removing cyclical effects 
and any drop in real earnings, the duration of 
spells of low earnings appears to have risen in 
the 1980s among young workers. Why do young 
workers now take longer to move up in the earn- 
ings distribution than they used to? One expla- 
nation is that more and more young individuals 
work part-time while they attend school full-time. 
(The percentage of individuals aged 18 to 24 who 
were employed while attending school rose from 
8.9% to 19.6% between 1976 and 1993.) Asa 
result, a larger fraction of youth could receive low 
earnings for a long period of time simply because 
more of them now combine part-time work and 
school. 


A second explanation is that young men who 
have already made a transition from school to 
work may now face greater problems getting 
access to well paid permanent jobs than their 
counterparts did in the 1970s. As indicated in 
Table 3.5, many young workers who are no longer 
at school are now either involuntary employed 
part-time or hold temporary jobs. This may af- 
fect the speed at which they move up in the real 
earnings distribution. 


A third explanation could be that some of 
the workers under 35 lack the skills or education 
in demand on the labour market. Since the T4S 
contains no information on school attendance or 
education levels, it is impossible to disentangle 
the relative contribution of each of these factors. 
The fact that the relative unemployment rate of 
low-educated young workers has increased in the 
1980s is consistent with that view. Between 1981 
and 1989, the ratio of the unemployment rate of 
individuals with 0 to 8 years of schooling to that 
of university graduates rose from 3.0 to 3.9 
among individuals 15 to 24 and from 3.3 to 3.7 
among 25 to 34 year olds. 


A fourth explanation relies on the possibility 
that unobserved heterogeneity could explain part 
of the decrease in youth upward mobility. Spe- 
cifically, if spells of low earnings in the 1980s are 
concentrated to a greater extent on low-skilled 
workers (who should be expected to have low 
exit rates) than they were in the mid-seventies, 
the hazard rates may have shifted downwards 
because of this composition effect. Hence, the 
decrease in upward mobility among young work- 
ers should be interpreted with caution. It could 
reflect both a true decline in exit rates for all types 
of workers or it could reflect the greater concen- 
tration of spells of low earnings on low-skilled 
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workers (without any change in group-specific 
exit rates). 


5. Conclusion 


In absolute terms, employment, unemployment 
and underemployment rates of young men are 
now worse than they were either prior to the 1990- 
92 recession or indeed twenty years ago. Be- 
cause the employment outcomes of older 
workers have also deteriorated during the period 
considered, young males, relative to their older 
counterparts, are not worse off than they were 
twenty years ago. 


The same story does not apply to wages. 
Both in real terms and relative to those of older 
employees, hourly wages and annual earnings 
of young men have fallen substantially since 
1981. The fact that the age-earnings profile of 
recent cohorts of young men has deteriorated 
relative to that of previous cohorts (even after 
removing cyclical effects) suggests that the drop 
in youth wages has had long-term effects. At the 
very least, earnings cumulated by young men 
over a period of ten years have been affected. 


Even after controlling both for cyclical effects 
and any drop in their real earnings, young men 
appear to take more time to move up in the earn- 
ings distribution now than they used to do in the 
mid-1970s. The growth in the relative importance 
of students combining school and part-time work, 
the (assumed) greater difficulty of youth getting 
access to well paid permanent jobs, the lack of 
appropriate skills for some low-educated young 
men, and unobserved heterogeneity could ex- 
plain this pattern. 


Taken together, these findings raise at least 
two questions. First, what factors have led youth 
wages to fall? A fast-growing literature on earn- 
ings inequality has not yet provided a satisfac- 
tory answer. One of the leading explanations, the 
hypothesis of skill-biased technological change, 
is hard to reconcile with the idea that young work- 
ers are the most likely to be able to work with 
new processes and recently developed technolo- 
gies. Second, will the downward shift in the age- 
earnings profile of recent cohorts of young 
workers translate into a decrease in their lifetime 
earnings or will it eventually be offset by faster 
growth of earnings in the years to come? What- 
ever answers are given to these questions, to- 
day’s young Canadians do face a quite different 
labour market than their counterparts a genera- 
tion earlier. 


Chapter 3, Declining Labour Market Status of Young Men 
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Appendix 


The T4 supplementary tax file (T4S), covering 
the years 1975 through 1993, is the major data 
set used. The analysis sample is based on 1% 
sample of all personal tax records received by 
Revenue Canada. Specifically, it consists of 1% 
of individuals who received a T4S form and filed 
aT1 tax form in at least one year between 1975 
and 1993. The file was constructed by merging 
employers’ T4S with T1 records. 


Employers have to complete a T4 supple- 
mentary form when: income tax, contributions to 
the Canada/Quebec Pension Plan (C/QPP), or 
contributions to the Unemployment Insurance 
(Ul) program have to be deducted from an em- 
ployee’s pay; or when the annual earnings of an 
employee exceeds a certain threshold. The 
threshold was $250 between 1975 and 1988, and 
$500 afterwards. Income tax has to be deducted 
whenever an employee’s annual income (annual 
wages plus income from other sources such as 
interest and dividends) exceeds his or her per- 
sonal exemption. In most cases, the underlying 
annua! wages should be higher than the thresh- 
olds of either $250 or $500. Contributions to C/ 
QPP have to be deducted whenever the annual 
wage of an employee exceeds the Yearly Basic 
Exemption (YBE). The YBE amounts roughly to 
10% of the average industrial annual wage and 
thus exceeds the thresholds of $250 and $500. 
Contributions to UI have to be deducted from an 
employee’s pay whenever he or she works more 
than a certain number of hours per week (15 
hours in 1993) or earns more than a given amount 
per week ($149 in 1993). 


Since the thresholds associated with income 
taxation (the personal exemption) or with C/QPP 
contributions (the YBE) exceed $250 or $500, 
most jobs require a remittance of a T4. However, 
this may not be the case when individuals earn 
more than the UI threshold on a weekly basis (or 
work more hours per week than the minimum 
number required) yet earn less than either $250 
or $500 on an annual basis. Such cases are likely 
of very limited importance. 


A two-step procedure is used to derive a 
sample that is consistent over time. First, all jobs 
with annual wages less than $250 in 1975 con- 
stant dollars are excluded from the analysis. The 
resulting thresholds equal $250 in 1975, $645 in 
1989 and $738 in 1993. Then annual earnings 
are derived by summing earnings from all remain- 
ing jobs an individual holds in a given year. Thus, 
unless otherwise stated, the earning concept 
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used consists of annual earnings resulting 
from jobs that paid at least $250 in 1975 con- 
stant dollars. This implies that reference to 
“workers with no earnings” includes not only 
workers who did not receive any wages during 
the reference year, but also those whose earn- 
ings were (in total) based on jobs that paid less 
than $250 per year in 1975 constant dollars. The 
term “workers with no earnings” should be viewed 
as referring to workers who did not have a mean- 
ingful spell of employment during the reference 
year. A related point is that the earnings concept 
used excludes any income from self-employment. 
Thus, an individual whose annual earnings drop 
from year t to t+1 but who starts receiving 
income from self-employment in year t+1 could 
start a new spell of low earnings in year t+1 even 
though his employment income (the sum of an- 
nual wages and salaries plus self-employment 
income) had remained unchanged between these 
two years. More generally, transitions of individu- 
als from paid work into self-employment are ex- 
cluded from the analysis. 


Notes 


The author wishes to thank the anonymous ref- 
erees for their comments on an earlier draft. 
However, the final responsibility for the analysis 
rests solely with the author, and in particular 
should not be attributed to Statistics Canada. 


‘In other words, real annual earnings in 1989 
of men aged 18 to 24 in 1984 (and who were 
thus 23 to 29 in 1989) were 10% lower than 
earnings received in 1980 by men aged 18 to 
24 in 1975 (who were 23 to 29 in 1980). 


To do so, | proceed in two steps. First, | 
estimate p, the autocorrelation coefficient, 
through the _ following regression: 
res(i,t) = pres(i,t-1) + v(i,t), where res(i,t) and 
res(i,t-1) are the residuals from Least Squares 
estimation of equation (3.1) for individual i at 
time t and t-1, and v(i,t) is a random error. 
Second, | omit the first observation for each 
individual, transform the data and regress 
the following equation by Least Squares: 
y(i,t) - py(i,t-1) = b,(1-p) + b,(X(i,t)-pX(i,t-1)) + 
b,(URate - pURate(i,t-1)). 

One way to test for first-order serial correlation 
is to regress the residuals from the first-stage 
regression, res(i,t), on res(i,t-1) as well as on 
all the regressors used in the first-stage 
regression. If the resulting coefficient for 
res (i,t-1) is significant, then the null hypothesis 
of no first-order serial correlation can be 
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rejected (Davidson and MacKinnon 1993, 
357-58). 

As is well-known, neither the average duration 
of new spells in progress nor the average 
duration of new completed spells can provide 
unbiased estimates of the true duration of new 
spells of low earnings. 


Spells of low earnings for which we observe 
the beginning are first available in 1976 or after. 
If a male worker has low earnings in 1975, it 
cannot be determined whether he started 
receiving low earnings in 1975 or before since 
there are no data prior to 1975. Similarly, spells 
of low earnings started in 1993 cannot be 
included in the analysis because it is not known 
whether these spells ended the following year 
or not. For this reason, the analysis is based 
on spells started between 1976 and 1992. 


Nine spell length dummies are included. Using 
a set of spell length dummies allows a very 
flexible specification of the probabilities of 
ending a spell of low earnings, given that one 
has been receiving low earnings for a certain 
number of years. The hazard rates can be 
monotonically increasing or decreasing 
through time, have a U-shape, an inverted U- 
shape, or exhibit other non-linear trends. 


The analysis is based on spells started by men 
of a given age group at the beginning of the 
spell. The sample consists of spells of low 
earnings started between 1976 and 1992. The 
former is the first year for which | observe the 
beginning of a spell and the latter is the last 
year for which | Know whether or not a person 
left the bottom of the earnings distribution at 
time t+1. 


There are some exceptions. For instance, if 
low earnings are defined as those under 
$13,000, the chances of moving out of the 
bottom of the earnings distribution are, among 
males aged 35-50, higher if the spell has lasted 
8 years than if it has lasted 7 years. 


The probabilities are calculated as follows. The 
dependent variable is subject to three events. 
It equals: 0 if a spell is not completed during a 
given year; 1 if a spell ended with the worker 
moving down; 2 if a spell ended with the worker 
moving up. Let b1 and b2 be the two vectors 
of coefficients associated with the vector of 
explanatory variables X. Then, the probability 
of a worker moving down equals: 
exp(b,X)/[ 1 + exp(b,X) + exp(b,X) ]. Similarly, 
the probability of moving up equals: 
exp(b,X) /[ 1 + exp(b,X) + exp(b,X) ]. The 
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probability of a spell not ending during a given 
year equals one minus the sum of these last 
two probabilities. 


'° To assess the impact of the business cycle on 
workers’ chances of leaving the bottom of the 
earnings distribution, | recalculated the 
aforementioned probabilities assuming 
unemployment rates of 14%, 9% and 6% for 
men in the three age groups. For all age groups 
and for both thresholds, these higher 
unemployment rates led to lower probabilities 
of moving out, moving down and moving up. 
Thus, high unemployment rates appear to 
decrease the upward mobility (defined in real 
terms) of low earners. 
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Chapter 4 


Intergenerational Income Mobility in Canada 


NicoLe M. Fortin AND SoPHiIE LEFEBVRE 


Will the children of high income families achieve 
equally high incomes? Will the children of low 
income families become low income adults? 
These important questions deal with 
intergenerational income mobility, that is with the 
transmission of economic status between 
generations. Our objectives in this chapter are 
to determine the degree of intergenerational 
income mobility in Canada during the mid-1980s 
and 1990s and to investigate whether it has 
changed over time. In an era of increasing income 
inequality within a generation, it is important to 
understand whether equality of opportunity is 
preserved, or whether increasing polarization in 
labour market outcomes will be further 
exacerbated in the next generation. Equality of 
opportunity makes it possible for citizens to 
exploit their personal abilities and resources with- 
out consideration of family background. The 
higher the transmission of economic status 
between two generations, the lower the equality 
of opportunity. The degree of economic transmis- 
sion between two generations, in turn, affects 
income inequality within a generation. For exam- 
ple, Becker and Tomes (1986) have shown that 
income mobility is affected by parental invest- 
ments in their offspring, which then affects 
income inequality. The degree of transmission 
between two generations tells us how a society 
deals with the issues of income inequality and 
equality of opportunity; it can be seen as a 
socioeconomic barometer of a society. It is also 
of great importance to many public policy con- 
cerns, such as the public financing of schooling. 


Not surprisingly, many recent studies of 
intergenerational equity have concentrated on the 
two countries where within-generation income 
inequality has increased most dramatically: the 
United States (Altonji and Dunn 1991, Solon 
1992, Zimmerman 1992, Peters 1992) and the 
United Kingdom (Dearden, Machin and 
Reed 1997). Another reason for the focus on 
these countries has to do with the availability of 
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longitudinal data tracking individuals for suffi- 
ciently long periods. Data limitations have pre- 
vented similar research in Canada. However, 
Corak and Heisz (1995, 1998) have recently over- 
come this problem by using income tax informa- 
tion on close to 450,000 father-son pairs. In this 
chapter, we use a different route to examine the 
same issue by combining publicly available data 
on average occupational income from the decen- 
nial Canadian Censuses of 1951 through 1991 
(including the 1986 Census) with data from the 
General Social Survey of 1986 and 1994. In spite 
of the very different data used, our results are 
similar to those of Corak and Heisz (1995, 1998), 
and indicate that there is a greater degree of 
intergenerational income mobility in Canada than 
in the U.S. or the U.K. We also find a higher 
degree of transmission of economic status 
between fathers and daughters than between 
fathers and sons. Finally, our estimates show 
that the rate of intergenerational income mobility 
is higher among more recent cohorts than among 
older cohorts. 


1. Data Description 


The choice of an appropriate data set is an es- 
pecially crucial methodological issue in studies 
dealing with intergenerational income mobility. 
The need for information on the status of indi- 
viduals in two successive generations at 
approximately the same points in the life cycle is 
a particularly stringent requirement. The General 
Social Surveys (GSS) conducted by Statistics 
Canada do, however, provide a rich set of infor- 
mation of this kind and have permitted a host of 
sociological studies dealing with occupational or 
educational mobility between generations. In 
particular, the respondents to the 1986 and 1994 
GSSs were asked detailed questions about their 
parents. Respondents provided information on 
the employment status, the education level, the 
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occupation and the industry of their fathers and 
mothers when they (the respondents) were 15 
years of age. In addition, the GSS provides 
respondent information on gender, age, years of 
education, occupation and before-tax income 
from wages, salaries and self-employment. How- 
ever, the absence of information on parental in- 
come is an important limitation for our purposes. 
We therefore develop a strategy to obtain a 
measure of incomes for the fathers using the 
information available on them. The resulting 
estimation strategy is equivalent to an instru- 
mentation of fathers’ incomes with fathers’ occu- 
pations and implies problems of its own, which 
we discuss in detail in Section 2. 


A related important issue in the estimation 
of intergenerational mobility is the determination 
of parental permanent income. Solon (1992) and 
Zimmerman (1992) have shown that the use of 
income in a single year can seriously overstate 
the degree of income intergenerational income 
mobility, especially in combination with the use 
of an overly homogeneous sample. We link oc- 
cupational information from the GSS to income 
information from the Census to obtain average 
income by occupation. This assumes that occu- 
pation is a good instrument to estimate the 
parent’s permanent income. In the 1986 GSS the 
occupation of the parents is given only in terms 
of the Pineo-Porter-McRoberts Socioeconomic 
Classification of Occupations (Pineo, Porter and 
McRoberts 1977). This system reclassifies the 
Canadian Standard Classification of Occupations 
(4-digit codes) of 1971 and 1981 into 15 catego- 
ries, ordered by skill levels. These range from 
farm labourers, unskilled manuals, and unskilled 
clerical sales and services; to semi-skilled manu- 
als, semi-skilled clerical sales and services, farm- 
ers; to skilled crafts and trades, skilled clerical 
sales and services, foremen, supervisors, mid- 
dle managers, technicians, semi-professionals; 
and finally to high-level managers and profes- 
sionals. The ordering by skill levels represents 
the main advantage of the Pineo-Porter- 
McRoberts reclassification over the standard 2- 
digit classification of the 1980 occupation codes 
provided by Statistics Canada. The latter was not 
designed to measure economic status and some- 
times aggregates occupations by industry rather 
than by skill levels. In fact the new 1990 occupa- 
tion codes have been completely redesigned to 
correct this problem. The Pineo-Porter- 
McRoberts system is relatively well suited to our 
needs since it can be applied to the earlier clas- 
sifications systems (Pineo, 1985). Nonetheless, 
this reclassification system presents some 
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problems. The disadvantage of an ordering by 
skill levels is that the resulting classes may rep- 
resent a job ladder rather than lifetime occupa- 
tional choices. Clearly, an improvement in our 
estimation strategy would be to use the detailed 
occupation codes and obtain average occupa- 
tional income by years of education. However, 
such a strategy is not feasible from publicly avail- 
able data. 


Since detailed 4-digit occupation codes are 
not available in the Census public release files, 
we use the average employment income by 
detailed occupation from the “Tables of Average 
Employment Income by Detailed Occupation.” 
These tables offer the average income of all 
workers 15 years old and older, by gender for 
the Census years 1951 to 1991. For every Cen- 
sus table, we re-classify every 4-digit occupa- 
tion by the Pineo-Porter-McRoberts classification 
and compute the weighted average employment 
income for the 15 occupational categories. The 
estimated average occupational income is then 
the weighted average occupational income for 
1950, 1960, 1970, 1980, 1985 and 1990. Fathers’ 
occupations are observed when the respondents 
were 15 years of age: from 1944 to 1982 for the 
1986 sample, and from 1952 to 1990 for the 1994 
sample. We linearly interpolate between every 
two Census periods to obtain the intermediate 
incomes. The estimated average occupational 
income computed in constant 1993 dollars are 
shown in Table 4.1. The mean income of the 15 
occupational groups increased from $15,434 in 
1950 to $34,979 in 1980, then decreased to 
$33,245 in 1985, and went back up to $34,251 in 
1990. Alongside this rising trend in mean income 
is an increase in income inequality, the gap 
between the highest and lowest income widen- 
ing substantially over the period. In 1950, the 
average income of unskilled manual workers was 
about half of that of high-level managers, while 
in 1990 it was less than a third. 


Our measure of occupational income aver- 
ages the income of workers at different points in 
their life-cycle, and therefore provides a better 
measure of economic status than one observa- 
tion at a point in time. Income observed at any 
one year will contain both a permanent and a 
transitory element. Solon (1992) and Zimmerman 
(1992) average up to five consecutive years of 
father’s income data in order to minimize the 
problems of biases arising from the presence of 
transitory components. (An ideal measure of 
permanent income would be based upon a 
series of observations over an individual’s entire 


Table 4.1 
Estimated Average Occupational Income of Men in 1993 Dollars 


Pineo-Porter-McRoberts 
Classification of Occupations 1950 


Professionals 20,888 
High-Level Management 23,223 
Semi-Professionals 18,293 
Technicians 16,122 
Middle Management 15,793 
Supervisors 17,009 
Foremen 19,851 
Skilled Clerical Sales and Services 16,713 
Skilled Crafts and Trades 15,381 
Farmers 11,714 
Semi-Skilled Clerical Sales and Services 14,653 
Semi-Skilled Manuals 13,039 
Unskilled Clerical Sales and Services 11,701 
Unskilled Manuals 11,549 
Farm Labourers 5,576 
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1960 1970 1980 1985 1990 
(1993 Dollars) 

32,457 43,547 54,153 53,928 54,872 
36,734 81,227 71,378 69,702 68,871 
27,100 3,518 35,753 34,628 36,632 
24,178 29,401 35,190 35,361 36,207 
18,194 44,405 46,226 42,607 45,425 
25,696 34,208 36,398 34,894 36,192 
26,033 37,596 42,217 39,335 40,763 
23,087 31,851 37,661 35,856 36,380 
20,852 27,941 32,205 30,835 32,5155 
e258 15,568 25,589 19,772 20,190 
16,581 21,048 22,478 21,209 22,052 
18,326 23,859 27,058 25,886 26,445 
17,671 20,201 23,483 21,736 21,976 
14,197 18,736 22,143 21,093 22,030 

7,437 9,637 12,744 11,825 13,569 


Source: Calculations by authors from Statistics Canada data, various censes. 


life.) Our average occupational income measures 
may be contaminated by transitory components 
only insofar as these measures are linked to a 
transitory occupation. The issue of whether the 
father’s occupation, as reported by the sons, is 
likely to have been a permanent or a transitory 
occupation, may depend on the age of the fa- 
ther. The older the father the more likely the oc- 
cupation is permanent. A related issue is whether 
our measures of income are contaminated by life- 
cycle effects. Is the average income of high-level 
managers higher because of economic status, 
because high-level managers are further along 
their life-cycle paths, or because their life-cycle 
path is steeper? We cannot assess age differ- 
ences by occupation for fathers, but the average 
age of sons from the 1986 and 1994 GSS does 
vary somewhat by the Pineo-Porter-McRoberts 
occupations. High-level managers and foremen 
are on average four years older than middle 
managers and skilled craft workers. The aver- 
age age differences between the other occupa- 
tions are smaller. One way to address the issue 
of differences in life-cycle paths by occupation 
would be to use different life-cycle corrections 
for each occupation. While this strategy is feasi- 
ble for children, it is not for fathers and thus sim- 
ply reduces the correlation between father and 
child incomes. An alternative strategy is to com- 
pare fathers and children at the same point in 


their life-cycle paths, assuming that these paths 
have not changed significantly over time. We do 
not know the age of the father, but if we assume 
25 to 35 year differences between fathers and 
sons, this places the fathers of 40 to 50 year old 
children at the same stage in the life-cycle as 
their children. Thus estimates that focus on this 
age group are less likely to be contaminated by 
problems associated with transitory occupations 
and life-cycle effects. 


Our samples from the GSS consist of men 
and women aged 17 to 59 years, whose main 
activity in the 12 months prior to the survey was 
working at a job or being self-employed. The main 
characteristics of the samples used in the esti- 
mation are presented in Table 4.2. We do not 
study intergenerational income mobility between 
mother-son and mother-daughter pairs mainly 
because we have information on the mother’s 
occupation only for a fairly small sample. Our 
sample sizes are 3,400 father-son pairs and 
2,474 father-daughter pairs from the 1986 GSS, 
and 2,459 father-son and 2,308 father-daughter 
pairs from 1994 GSS. The men in our sample 
are on average 35.5 years of age in 1986 and 
37.4 in 1994, while the women average 34.2 
years of age in 1986 and 36.5 in 1994. Overall 
the women are more educated than the men. In 
addition, fathers are less educated than their 
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Table 4.2 
Descriptive Statistics 


C—O 


Sons Daughters 
1986 1994 1986 1994 
ee ee 
Age 35.5 37.4 34.2 36.5 
(10.12) (10.76) (9.98) (10.70) 
Years of Education 12.9 13.85 13.32 14.09 
(3.08) (2.98) (2.62) (2.57) 
Weekly Employment Income $776.83 $702.94 $521.83 $474.48 
(456.86) (383.50) (365.79) (284.59) 
Occupational Weekly Income $641.35 $680.80 $362.23 $398.58 
(241.83) (245.50) (143.30) (151.42) 
Father’s Education 9.2 10.5 9.3 10.6 
(4.66) (5.07) (4.44) (4.97) 
Father’s Occupational Weekly Income $493.08 $559.83 $512.06 $560.71 
(223.61) (250.45) (228.51) (237.26) 
Sample Size 3,400 2,459 2,474 2,308 


Notes: All incomes are in constant 1993 dollars. The numbers in parentheses are standard deviations. 
Source: Calculations by Authors from General Social Survey, Statistics Canada. 


children. The estimated occupational weekly in- 
come for sons is lower than the reported aver- 
age income in the 1986 GSS; this discrepancy is 
much less important in the 1994 GSS. It is diffi- 
cult to know whether this reflects life-cycle or 
cyclical effects.' 


Our sample size compares favourably to 
recent U.S. studies, which have been based on 
as few as 348 to a maximum of 876 observa- 
tions (Altonji and Dunn 1991, Solon 1992, 
Zimmerman 1992). For the U.K., Atkinson (1981) 
uses a sample taken from a study of men in York 
in 1950 and traces the sons of these individuals 
during the late 1970s. His final non-random sam- 
ple covers only 307 father-son pairs. Another 
advantage of our data is the information it con- 
tains on individuals in many more cohorts. Be- 
cause we have two observations on the same 
cohorts, we will also be able to perform some 
cohort analysis to investigate whether 
intergenerational mobility has changed over time. 
In contrast, Dearden, Machin and Reed (1997) 
use the National Child Development Survey, an 
ongoing survey of all persons born in the U.K. 
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between March 3rd and 9th of 1958. They have 
access to child incomes only at age 23 and 33 
and have only a single measure of father incomes 
when the children were 16 years old. In Canada, 
Corak and Heisz (1995, 1998) focus on a cohort 
of 27 to 31 year-olds using income drawn from 
tax records and multi-year averages for the fa- 
ther’s income. 


In our analysis we follow the thrust of the 
existing literature and appeal to two complemen- 
tary analytical frameworks: the log-linear regres- 
sion model and the quartile transition matrix. 
These methods have been applied by many 
authors and make comparisons possible. The 
log-linear regression model posits a simple 
linear relationship between the child’s and the 
father’s log income and may be interpreted as 
examining the average degree of transmission 
of economic status. The quartile transition 
matrix attempts to distinguish different degrees 
of transmission by income quartile. It allows us 
to assess whether there is more or less mobility 
at the bottom than at the top of the income distri- 
bution. 


2. Regression Models 


In the log-linear regression model, the logarithm 
of the permanent income of a child belonging to 
family i (y,°""") is considered to be a linear func- 
tion of the log of the permanent income of the 
father (y?P2°"') as shown by equation (1): 

ys ot Py +e, (1) 
where €, is an error term usually assumed to be 
distributed as N(0, 07). This equation should be 
viewed as a reduced-form equation of a com- 
plex process of economic transmission, where 
the coefficient B indicates the degree of mobility 
between the two generations. There are two ex- 
treme cases. First if B=0, there is complete mo- 
bility, in other words complete regression to the 
mean. The income of the child shows no correla- 
tion with the father's income. At the other extreme, 
if B=1, there is complete immobility. The distri- 
bution of income in the father's generation is com- 
pletely preserved in the child's generation. For 
values of B between 0 and 1, there is regression 
towards the mean, but the rate depends on the 
value of £. The lower B, the lower the chances 
the child will inherit the economic status of his 
father, and the higher the degree of mobility. 


Methodological problems arise because we 
do not observe the child's or the father's perma- 
nent income, and have to use proxies for it. As 
mentioned earlier, Solon (1992) and Zimmerman 
(1992) have pointed out that an error-in-variables 
problem may arise from the use of proxies that 
include transitory components. While these tran- 
sitory components will generally be uncorrelated 
with permanent status, they will lead to an over- 
estimation of the variance of the father's income. 
This results in an underestimation of the true 
intergenerational transmission coefficient (which 
is equal to the covariance between the child's 
and the father's income divided by the variance 
of the father's income). We do not face problems 
arising from an overstated variance of the father's 
income. In fact, our measure of father's income 
may understate the true population variance 
which, in itself, would lead to estimates of B that 
are upwardly biased. However, this smaller dis- 
persion of father's income may also lead to 
smaller covariance between the child-parent in- 
comes. Therefore, it is difficult to assess the di- 
rection of the overall bias in our models. 


We use the detrended average occupational 
employment income of fathers during the years 
the child was 15 years old. This measure 
corresponds to the instrumentation of the father's 
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income with the father's occupation, and may be 
a subject of concern. As explained in Solon 
(1992), if the father's occupation is part of a struc- 
tural model of the son's income, the correspond- 
ing instrumental variable estimate of B may be 
biased. If the father's occupation does not influ- 
ence the son's income beyond its indirect effect 
through the father's income the estimate will be 
consistent. However, it will be upwards or down- 
wards inconsistent if the father's occupation in- 
fluences (positively or negatively) the son's status 
beyond its effect through income levels. We will 
thus perform an over-identification test to verify 
that our estimates are consistent. For children, 
we have information on employment income in 
1985 from the 1986 GSS and in 1993 from the 
1994 GSS. This single measure of income may 
deviate from permanent status because of age 
effects that we attempt to eliminate by using time- 
varying control factors that may affect current 
income (specificaily age and age squared). We 
will also provide alternative estimates using the 
same instrumented measure of income for sons 
as we do for fathers. While we are aware of the 
potential problems with our measure of perma- 
nent income, we believe that these problems may 
not have evolved differently across age groups 
or over time and thus that our age groups and 
cohort analyses will be informative. 


Two different approaches are used to esti- 
mate £. The first—which we refer to as the In- 
strumental Variables (IV) approach—assumes 
that occupation is a valid instrument to estimate 
the permanent income of the father. If this is the 
case then the father's incorne can be expressed as: 


parent _ parent parent 
Yit = Va 2 Occ att (2) 


where y,een" is the occupational income of the 
father in year t, Occ,, are a set of dummy vari- 
ables indicating occupation k (k=2 to 16) in year 
t, y,, is the average income of occupation k in 
year t, and v,, is an error term. We recover a re- 
sidual measure of the permanent status of the 
parent, vo , by removing the time varying 
components from the occupational income, 
oo = Vie > Occ," ~ re) eo (3) 
where 7, is the estimated average income for 
occupation k in year t, where the time varying 
factors x,°*°"' are dummies linked to the year of 
observation of the father's occupation. 


Similarly, we do not observe the child's per- 
manent income y,"", but rather y,°"'’, that is em- 
ployment income at a single point in time. We 
assume that employment income at time t is a 
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function of the permanent income y,""" and also 
of x,°"?, a vector of observed time-varying fac- 
tors which affect the current status of the adult 
"child" and of w,°n"’, a transitory error term: 


Vs = he at OX are fh WwW, : (4) 


To obtain a measure of permanent income, we 
regress y,""¢ on the time-varying factors x,°""" 
(age, age’) and use the residual as an estimate 
of the child's permanent income: 


re) Ke ea ors +W child (5) 


i it 


ee = yd = 
When we run the following regression, we have 
thus removed the time-varying factors that we 
can control for, 


parent 


va =a+ B y, + € (6) 
so that 
yor =» OF: B (Via 3 Qce,"" » re) a) + no?) 


where n°" = € , + w,°""". The OLS estimator of 
the coefficient B will be consistent if the occupa- 
tion dummies, Occ,,?2°", and the trend variables, 
x,Parent, are uncorrelated with n°""". 


The second approach—referred to as the 
Occupational Income (OcclInc) approach— 
assumes that the transmission processes be- 
tween permanent income and occupational in- 
come is the same, that is, the essential features 
of economic status are transmitted through oc- 
cupational status. This implies that the correla- 
tion between father and child permanent incomes 
will be the same as between father and child oc- 
cupational income (¥ "and y ,"): 


CONl(Yawaray ae) = COM( y eae Vince). (8) 


If our assumption is correct, we can estimate the 
following regression, 


A child a t 
i SO AB CY a eee (9) 
where 
“child ty child ¢ hild 
es vee py Occ,, : ) x" 
and 


yi as = Y kt x Occre 4 7 ) gael and where 


Y,, is the estimated income of occupation k in 
year t and where the time-varying controls are 
the same as in (3). If the assumption about the 
similarity of the transmission of occupational in- 
come and permanent income is valid, and if the 
occupational dummies, Occ,,°""", and trend vari- 
ables are uncorrelated with e,, the coefficient es- 
timated through equation (9) will be a consistent 
estimate of the true coefficient of transmission of 
economic status. 
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Table 4.3 offers the results from the log- 
linear model for fathers and sons, and fathers 
and daughters; separately for the two surveys 
and for the joint sample. We also conduct the 
analysis separately for three different age 
groups. This allows us to compare our estimates 
to other studies that focus on particular age 
groups. The estimates of the coefficient of 
intergenerational mobility (what we refer to as f) 
using the IV approach are given in Panel A. For 
the 1986 GSS, we estimate B to be 0.191 for fa- 
ther-son pairs, and 0.228 for father-daughter 
pairs. These estimates are essentially the same 
when the 1994 data are used: 0.217 and 0.226°. 
Over-identification tests (Newey, 1985) are per- 
formed to find out if there remains some correla- 
tion between the error term n, and the dummy 
variables Occ,,. For the 1994 sample of sons and 
daughters, the regression of the residuals from 
equation (7) on the variables Occ,, passes the F 
test of non-significance. We conclude that our 
instrumentation strategy seems valid for the 1994 
sample. On the other hand, the 1986 sample for 
sons and daughters almost passes the F test at 
10%, but the null hypothesis is rejected; the two 
terms are correlated but the correlation is not 
strong. The fact that the estimates from 1986 and 
1994 are not significantly different further indi- 
cates that the biases are quite small. 


The results from the regressions that split 
the data into three age groups are presented in 
Panel B of Table 4.3. Intergenerational mobility 
diminishes with age for sons in the 1986 and 1994 
samples. The estimates of 6 for the father-son 
pairs from the 1986 GSS are 0.105 when the sons 
are between 17 and 29 years old, 0.201 when 
they are between 30 and 39 years, and finally 
0.297 when they are 40 to 59 years old. The same 
pattern is found for the father-daughter pairs of 
the 1994 sample, but with 1986 data the group 
showing the least mobility are 30 to 39 years of 
age. Interestingly, this group represents approxi- 
mately the same cohort of women aged 40 to 59 
in 1994. This raises the possibility of cohort ef- 
fects. The higher mobility of the older group in 
1986 may reflect a change in the work patterns 
of women, or may simply be attributed to smaller 
sample sizes. The sons' and daughters' income 
are adjusted for life-cycle effects by using the 
residuals of the regression of their income on their 
age and age square. It is possible that this ad- 
justment does not fully capture the life-cycle ef- 
fects. Alternatively, intergenerational mobility 
could have been different for different cohorts. 
The other interesting implication of these results 
for studies concentrating on children in their early 
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Table 4.3 
Estimates of the Coefficient of Intergenerational Mobility 


Fathers and Sons 


Fathers and Daughters 


1994 1986 1994 


1986 
A. Instrumental Variables Method 
0.191 OF, 0.228 0.226 
(0.029) (0.032) (0.041) (0.040) 
[3,400] [2,459] [2,474] [2,308] 
B. Instrumental Variables Method by Selected Age Groups 
17 to 29 Years 0.105 0.048 0.143 0.145 
(0.052) (0.065) (0.062) (0.070) 
[1,103] [651] [959] [681] 
30 to 39 Years 0.201 0.218 0.324 0.218 
(0.043) (0.051) (0.063) (0.064) 
[1,220] [811] [842] [733] 
40 to 59 Years 0.297 0.351 0.208 0.309 
(0.062) (0.055) (0.104) (0.076) 
[1,077] [997] [673] [894] 
C. Occupational Income Method 
0.185 0.202 0.155 0.139 
(0.017) (0.021) (0.020) (0.024) 
[4,013] [2,335] [3,027] [2,153] 
D. Joint Sample, Instrumental Variables Method 
0.208 0.228 
(0.022) (0.029) 
[5,859] [4,782] 


Note: ( ) indicates standard errors, [ ] indicates sample size. 


30s is that this choice for father-son pairs is rep- 
resentative of the whole sample. 


The results from the occupational income 
approach are offered in Panel C of Table 4.3. To 
repeat, this approach assumes that the transmis- 
sion process between generations is the same 
for permanent incomes as for occupational in- 
comes. For the sons, the estimates of B for the 
1986 sample and 1994 sample are respectively 
0.185 and 0.202. These estimates are not sig- 
nificantly different from those based on the IV 
approach. However, they are significantly lower 
for daughters: 0.155 for 1986 and 0.139 for 1994 
(versus 0.228 and 0.226)%. The occupational in- 
come results are in line with other studies that 
have found somewhat smaller coefficients with 
a prediction approach (Dearden, Machin and 


Reed 1997). They also indicate that our estimates 
for father-son pairs are more robust than our re- 
sult for daughter-father pairs. 


Another way to split our samples is by birth 
cohort (the approximate year of birth). An analy- 
sis of this sort reveals whether the degree of 
intergenerational income mobility has changed 
over time. Table 4.4 presents results for three 
cohorts. Individuals aged 50 to 59 in 1986 were 
removed from the joint sample in order to have 
two observations over time for each cohort. The 
first cohort consists of individuals born between 
1935 and 1945 (who were in their forties in 1986 
and in their fifties in 1994); the second consists 
of individuals born between 1946 and 1954 (those 
in their thirties in 1986 and in their forties in 1994); 
and the third of individuals born between 1955 
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Table 4.4 


Estimates of the Coefficient of Intergenerational Income Mobility 
Using Cohort Analysis 


a 


Fathers and Sons 


Fathers and Daughters 


Cohort Born Between 1935 and 1945 


Cohort Born Between 1946 and 1954 


Cohort Born Between 1955 and 1969 


0.316 0.265 
(0.065) (0.099) 
[1,061] [756] 

0.246 0.323 
(0.035) (0.050) 
[1,827] [1,411] 

0.157 0.191 
(0.034) (0.041) 
[2,248] [2,021] 


Note: () indicates standard errors, [ ] indicates sample size. 


and 1969 (in their twenties in 1986 and their thir- 
ties in 1994). The findings in Table 4.4 are based 
on the IV approach. 


There are significant differences between the 
three cohorts. For the father-son pairs, we find 
an estimate of 0.316 for the first cohort, 0.246 
for the second cohort and 0.157 for the third. 
Because we have only two observations over 
time, there remains substantial age differences 
between the cohorts, and for this reason our re- 
sults showing an increasing mobility over time 
for sons should be interpreted with caution. We 
observe a different pattern for the father-daugh- 
ter pairs. The estimates are 0.265 for the first 
cohort, 0.323 for the second and 0.191 for the 
third. The second cohort is the one showing the 
highest degree of transmission of economic sta- 
tus. The differences in participation rates of 
women across these cohorts may be at the ori- 
gin of these different results for the father-daugh- 
ter pairs. This second cohort represents the first 
generation of women to enter the labour market 
in great numbers. The degree of transmission of 
economic status between two generations seem 
to differ across cohorts, but it is not clear whether 
this is due to age differences, differences in the 
transmission process (for example, through uni- 
versal access to higher education), or to an in- 
crease in the dispersion of income for younger 
cohorts. For example, since the coefficient of 
transmission of economic status is equal to the 
coefficient of correlation between two generations 
times the ratio of the standard deviations of 
fathers and children's incomes, a relative 
increase of 20% in the standard deviation of 
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children's income would lead to an increase of 
0.03 in 8 if the coefficient of correlation was 0.3. 


In summary, our main estimates of the de- 
gree of intergenerational income mobility are in 
the range of 0.2, the consensus value that was 
found in the earlier studies using simple least 
squares regression models. These earlier esti- 
mates were criticized as being downwardly bi- 
ased because the observed father's income was 
thought to include transitory components. While 
the presence of transitory components is less 
likely to be a problem with our estimation strat- 
egy, the fact that the variance of the father's oc- 
cupational income may understate the true 
variance of the father's permanent income may 
be problematic. It is thus interesting to compare 
our results with findings of other recent studies 
conducted in the U.S., the U.K., and especially 
Canada. Some results from this literature are 
presented in Table 4.5. We find that our estimates 
of the degree of intergenerational income mobil- 
ity (ranging from 0.19 to 0.21) between sons and 
fathers are very similar to those of the other 
Canadian study. Corak and Heisz (1995) obtain 
an estimate of 0.191 for the father-son pairs 
using a five years average of fathers' income with 
Least Squares regression. Their other estimates 
are even lower. A more conservative interpreta- 
tion of our results would focus on the forty to fifty 
year age group, and place our estimate of in- 
come mobility in the low 0.3 range. Conversely, 
the latest studies done in the U.S., by Solon 
(1992) and Zimmerman (1992), show estimates 
of 8 between 0.413 and 0.538 using five and four 
years average of fathers' incomes with Least 


Author 


Corak and Heisz (1995) 


Altonji and Dunn (1991) 


Solon (1992) 


Zimmerman (1992) 


Atkinson (1981) 


Dearden, Machin 
and Reed (1997) 


Table 4.5 
Estimates of Intergenerational Income Mobility from other Studies 


Country and Data Set 


Canada, Tax Record Data 
(1992) 

450,000 father-son pairs 
sons aged 28 to 31 


United States, NLSY 
(1965-1967) 

678-739 father-son pairs 
sons aged 29 to 39 


United States, PSID 
(1984) 

348 father-son pairs 
sons aged 25 to 33 


United States, NLSY(1981) 
876 father-son pairs 
sons aged 29 to 39 


United Kingdom, 
Rowntree Survey 
(1975-1978) 

288-307 father-son pairs 
sons aged 25 up 


United Kingdom, 
NCDS(1991) 


1,665 father-son pairs, 
747 father-daughter pairs 
children aged 23 and 33 


Estimation Method 


OLS with single year of 
father’s income 


OLS with five years average 
of father’s income 


OLS with time averaging of 
father’s income and age 
controls 


IV with later years income 
as instruments and full set 
of controls 


OLS with single year of 
father’s income 


OLS with five years average 
of father’s income 


IV with father’s years of 
education 


OLS with four years 
average of father’s income 
IV with Duncan index for 


father’s status 


IV with forward quasi- 
difference instrument 


OLS 


OLS with life-cycle 
adjustments 


OLS with single year of 
father’s income 


IV with father’s education 
and social class 


Predicted wages with 
father’s education and 
social class 


a9 


Estimate of B for 
Father-Son Pairs 


TT: 0.121-0.136 
AE: 0.115-0.143 


te OH 91 
AE: 0.172 


AE: 0.180 
HW: 0.263 


AE: 0.218 
HW: 0.282 


AE:0.386 
HW:0.294 


AE: 0.413 


AE: 0.526 
HW:0.449 


AE:0.538 
HW:0.391 


AE: 0.417 
HW:0.485 


AE: 0.36 
HW:0.379 


WE:0.358 
HW:0.428 


HW:0.415 


WE:0.216 (sons) 
WE:0.352 
(daughters) 


WE:0.581 (sons) 
WE:0.669 
(daughters) 


WE:0.425(sons) 
WE:0.469 
(daughters) 


Note: PSID - Panel Study of Income Dynamics; NLSY - National Survey Study of Youth; NDCS - National Child Development 
Study; TT - Total Income; AE - Annual Earnings; WE - Weekly Earnings; HW - Hourly Wage. 
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Squares regressions. Similarly, the estimates for 
U.K. males found by Atkinson (1981) and 
Dearden, Machin and Reed (1997) are substan- 
tially higher than those found for Canada by 
Corak and Heisz (1995, 1998), and by us for simi- 
lar age groups. Of course, there remain impor- 
tant differences in methodology. However, even 
when we compare the admittedly flawed Least 
Squares estimates presented in Solon (1992), 
Zimmerman (1992), and Dearden, Machin and 
Reed (1997) (and reported in Table 4.5) to the 
Canadian estimates (including our findings) these 
are still lower than those found in the U.S. or in 
the U.K. We thus conclude that there is more 
intergenerational income mobility in Canada than 
the U.S. and the U.K. It is interesting to note 
that Bjorklund and Jantti (1997) in a meta-study 
reach a similar conclusion: the U.S. and the U.K. 
have the lowest mobility among seven other de- 
veloped countries. We will now attempt to cor- 
roborate this conclusion using another technique 
to estimate the degree of transmission of eco- 
nomic status between generations. 


3. The Transition Matrix Method 


The quantile transition matrix method allows us 
to analyze movement between income quantiles 
across generations. Since it is a widely used 
method, it is possible to make comparisons with 
other studies. The major advantage of quantile 
transition matrices over the log-linear regression 
model is that it permits an assessment of whether 
there is more or less mobility at the bottom or at 
the top of the income distribution. If one is pre- 
occupied by the existence of an "underclass," the 
degree of mobility in the lowest quantiles of the 
income distribution are more relevant than the 
average degree of intergenerational mobility. One 
should note, however, that because our study is 
limited to earnings mobility, it does not address 
issues related to the existence of a “poverty trap." 
There are generally no earners in Canadian fami- 
lies ranked in the lowest decile of family income- 
to-needs ratios (Fortin and Lemieux, 1997). In 
addition one must keep in mind that quantile tran- 
sition matrices provide only a very crude way of 
looking at potential non-linearities in the trans- 
mission process. For example, Corak and Heisz 
(1998) examine this issue in much more detail 
using non-parametric regression methods. 


The methodology of transition matrices is the 
following. The fathers and the children are each 
ranked according to income, and divided (in our 
case) into four groups of equal size. Individuals 
in the first group have the lowest income and 
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those in the fourth group the highest. A matrix is 
then constructed where each element, referred 
to as a,, represents the probability that a child 
will be in quartile j if his or her father was in quar- 
tile i. This matrix exhibits a bi-stochastic prop- 
erty. If a, is the proportion of children of fathers 
in quartile i who enter quartile j, then Xa, = 1 and 
also Xa, = 1. The two extreme cases of income 
mobility can be represented using this approach: 
complete mobility occurs when each element of 
the matrix equals 0.25; complete immobility when 
the diagonal elements are equal to 1 (and all the 
others equal 0). 


The estimates of the transition matrices for 
1986 and 1994 (for sons and daughters) are 
given in Table 4.6. These are computed using 
the age-corrected residual income for the sons 
and daughters and the detrended average occu- 
pational income for fathers. Generally, the results 
display a high rate of mobility. Even in the top 
quartile, where there is usually less mobility, the 
rates of transmission of economic status are 
lower than those found in other studies. For the 
1986 and 1994 samples, the probabilities that 
sons whose father were in the top quartile of the 
income distribution stayed at the top are 0.32 and 
0.33. These correspond to the estimates in Corak 
and Heisz (1995), but are much lower than the 
0.40 for the U.S. reported by Peters (1992) or 
the 0.39 for the U.K. reported by Dearden, Machin 
and Reed (1995). The same findings apply to the 
daughter samples, with estimates of 0.34 for 1986 
and 0.33 for 1994. The other notable finding, by 
comparison with other studies, is that the mobil- 
ity at the bottom of the income distribution is quite 
substantial. In fact, the 1994 results tell us that 
sons whose fathers were in the bottom quartile 
of the income distribution are more likely to be in 
the second or third quartile than in the bottom 
one. Our estimated probability that sons whose 
fathers were in the bottom quartile remain in that 
quartile from 0.260 to 0.285 and is, somewhat 
lower than the Peters and Dearden et al. find- 
ings for the U.S. (0.42) or the U.K. (0.315). While 
our estimates are generally not statistically dif- 
ferent from 0.25, Corak and Heisz (1995) found 
a larger estimate (0.353) that is statistically dif- 
ferent from the situation of perfect mobility. Corak 
and Heisz (1998), however, show that finer dis- 
aggregation (the use of deciles or percentiles) 
pushes any stickiness in the transmission proc- 
ess toward the very low and very high income 
classes. The general pattern of income mobility 
is thus relatively close to the situation of perfect 
mobility, with the exception of moves from ei- 
ther the very top or the very bottom of the in- 
come distribution. 


A. Fathers — Sons, 1986 


Bottom 
and 
Fathers 
34 
Top 
Immobility Index = 0.276 
B. Father — Sons, 1994 
Bottom 
and 
Fathers 
30 
Top 


Immobility Index = 0.280 


C. Fathers — Daughters, 1986 


Bottom 


and 


Fathers 
3d 


Top 


Immobility Index = 0.271 


Table 4.6 
Quartile Transition Matrices 


Bottom 


0.285 
(0.016) 


0.293 
(0.016) 


0.232 
(0.014) 


0.184 
(0.013) 


Bottom 


0.260 
(0.018) 


0.265 
(0.018) 


0.254 
(0.017) 


0.187 
(0.015) 


Bottom 


0.265 
(0.018) 


0.276 
(0.018) 


0.28 
(0.018) 


0.171 
(0.015) 


and 


0.279 
(0.015) 


0.239 
(0.015) 


0.258 
(0.015) 


0.222 
(0.014) 


and 


0.277 
(0.018) 


0.251 
(0.018) 


0.213 
(0.016) 


0.241 
(0.017) 


Sons 


Sons 


Daughters 


34 


0.234 
(0.015) 


0.212 
(0.014) 


0.256 
(0.015) 


0.296 
(0.016) 


3" 


0.264 
(0.018) 


0.234 
(0.017) 


0.278 
(0.017) 


0.231 
(0.018) 


3 


0.278 
(0.018) 


0.231 
(0.017) 


0.232 
(0.017) 


0.276 
(0.017) 
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Top 


0.224 
(0.014) 


0.216 
(0.014) 


0.252 
(0.015) 


0.322 
(0.016) 


Top 


0.190 
(0.016) 


0.221 
(0.017) 


0.303 
(0.018) 


0.332 
(0.019) 


Top 


0.196 
(0.016) 


0.228 
(0.017) 


0.257 
(0.017) 


0.338 
(0.019) 
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Table 4.6 — Concluded 
Quartile Transition Matrices 


D. Father —Daughters, 1994 


Daughters 
Bottom eae ste Top 
Bottom 0.256 0.274 0.244 0.22 
(0.018) (0.019) (0.018) (0.017) 
Pits 0.281 0.27 0.239 0.211 
(0.019) (0.018) (0.018) (0.017) 

Fathers 

3 0.25 0.229 0.246 0.281 
(0.018) (0.018) (0.018) (0.019) 
Top 0.187 0.236 0.25 0.326 
(0.016) (0.017) (0.018) (0.019) 


Immobility Index = 0.275 


Note: Child incomes are the age-corrected residual incomes, and father incomes are the detrended average occupational incomes. 
() represents the standard errors due to sampling variability and should be interpreted as a lower bound to the true standard errors. 


The ranking of different quartile matrices can 
be useful to compare the degree of mobility found 
in the various studies. An Immobility Index can 
be computed as the ratio of the sum of the di- 
agonal elements to the sum of all elements in 
the matrix. We find an immobility index of 0.28 
for the father-son pairs and 0.27 for the father- 
daughters pairs, as shown in Table 4.6. These 
estimates are in the range of those of Corak and 
Heisz (1995), who obtained an index value of 
0.306 for Canada. As the authors report, these 
values are substantially lower than those found 
by others for the United Kingdom (0.3675) and 
the U.S. (0.350). These findings support the re- 
sults of our log-linear model, and suggest that if 
intergenerational income mobility is higher in 
Canada than in the U.S. or in the U.K., this would 
be mainly because of more mobility both at the 
bottom and at the top of the income distribution. 


4. Conciusion 


In this chapter we combine publicly available data 
on average occupational income from the Cana- 
dian Censuses of 1951 to 1991 with data from 
the General Social Surveys of 1986 and 1994 to 
obtain estimates of intergenerational income 
mobility. We use an instrumental variables ap- 
proach to the estimation of the standard log- 
linear models, as well as some cohort analyses 
of these data. Our estimates of the log-linear 
model are similar to the ones found by Corak 
and Heisz (1995, 1998), the only other Canadian 
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studies done to date. These results suggest that 
intergenerational mobility is higher in Canada 
than in the U.S. or the U.K., where recent re- 
search has shown that previous estimates over- 
stated the degree of mobility. Because of our 
somewhat larger sample sizes, we are also able 
to perform an analysis by birth cohort. This shows 
an increase in the degree of intergenerational 
income mobility over time. Income mobility is also 
greater for younger age groups. Finally, we con- 
struct quartile transition matrices that suggest 
intergenerational income mobility is higher in 
Canada than in the U.S. or the U.K. because 
there is more mobility at the top and (to a lesser 
extent) at the bottom of the earnings distribution. 
To drawn implications for public policy, the next 
step would be to investigate the dynamic proc- 
ess behind the transmission of economic status 
between two generations. 


There are some important caveats that must 
be kept in mind when assessing our results. Since 
detailed occupation codes are not released in the 
public use files of the General Social Surveys, 
we had to estimate average occupational income 
for only 15 occupational groups. It is difficult to 
know whether this averaging process over de- 
tailed occupation categories and individuals of 
different ages brings us closer to an ideal esti- 
mate of the father's permanent income than es- 
timates that average individual income for a few 
years. The best test of our methodology would 
be to apply it to the same U.S. data used in other 
studies and compare the findings. 


Notes 


This study was partially conducted as Lefebvre’s 
Masters thesis at Université de Montréal. Fortin 
gratefully acknowledges financial support from 
the Social Sciences and Humanities Research 
Council of Canada and from the Fonds FCAR, 
Quebec. The contents of this study are the sole 
responsibility of the authors, and in particular 
should not be attributed to Statistics Canada. 


' Note that the Census tables average income 
from individuals aged 15 and up. Because 
employment among young people went down 
from 1986 to 1990, it is possible that the 
average age of that sample went up, thus 
mimicking our sample more closely. 


2 The differences between the 1986 and 1994 
results are not statistically significant. Further, 
the reported standard errors do not take into 
account the fact that the measure of the father’s 
income is an estimate and thus probably 
overstate the true standard errors. 


8 The estimated average occupational income 
for the daughters sample are average 
occupational income from a women sample. 
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Chapter 5 


How to Get Ahead in Life: Some Correlates of 
Intergenerational Income Mobility in Canada 


Mites Corak AND ANDREW HEIsz 


The issue of child poverty has such a resonance 
among policy makers, and Canadians in general, 
because being raised in a “poor” family may have 
long-term consequences. It is believed that child- 
hood and teenage experiences influence health, 
education, and labour market outcomes in adult- 
hood to some important degree, and indeed that 
poverty may be transmitted through the genera- 
tions. In this sense, the relationship between 
childhood experience and adult outcomes is cen- 
tral to the conduct of labour market and social 
policy. 


This relationship has been the topic of a 
great deal of empirical research from a variety of 
disciplines. A large part of the economic litera- 
ture has taken the form of an examination of the 
correlation between the income levels of young 
adults and the incomes their fathers earned dur- 
ing their early teenage years. Many sociological 
studies also deal with this process, but tend to 
focus on the relationship between the occupa- 
tional status of the parent and either the educa- 
tional or occupational attainment of the child. 
These correlations are certainly important—of- 
fering at the very broadest level an indication of 
the extent of equality of opportunity—but it is 
probably fair to suggest that they fall short of 
offering an explanation of the process at work. 


It is very important to move to this level if 
policy is to be made in an informed way. For ex- 
ample, policy makers need to understand the 
degree to which money matters for the long-term 
prospects of children. Does low-income per se 
contribute to disadvantage, or is low-income 
merely a reflection of other underlying factors? If 
factors other than low income are the true influ- 
ences on a child’s future prospects, then a policy 
thrust involving more than simply transferring 
money to parents is in order. Mayer (1997) clearly 
summarizes this issue. Our objective is to take a 
first step in examining some of the possible cor- 
relates of how children get ahead in life. 
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The focus of this chapter is on the extent 
and nature of intergenerational income mobility, 
that is the degree to which an individual’s income 
(as an adult) is related to the income earned by 
his or her parents (during the individual’s child- 
hood). As such our analysis is related to the eco- 
nomic literature surveyed for example in Becker 
and Tomes (1986), and more recently by 
Bjorklund and Jantti (1997). However, we follow 
Hill and Duncan (1987) in suggesting that distin- 
guishing between the various components of a 
family’s income provides a way of incorporating 
both economic and sociological explanations into 
an empirical model of income mobility. 


We use data associated with the income tax 
system to examine the income mobility of a large 
sample of young Canadian men and women, and 
begin by noting that there is a great deal of in- 
come mobility in Canada (indeed possibly more 
than in the United States). Even so, there is a 
strong relationship between the income levels of 
a father and the income that his son or daughter 
will ultimately earn as an adult. We analyse this 
relationship by focusing on three broad sets of 
factors: the amount and composition of the fa- 
ther’s income; the characteristics of the neigh- 
bourhood; and the structure of the family. We find 
that an individual’s income is related not just to 
the level of parental income but also its compo- 
sition. In particular, one of the most significant 
correlates of an individual’s adult income is 
whether or not the father reported earning any 
asset income. The very fact of having asset in- 
come implies a premium of about $3,000 over 
individuals whose fathers report no asset income. 
The opposite occurs, although not to the same 
degree, if the father reported receiving unemploy- 
ment insurance (UI) benefits. The amount of UI 
income, however, does not have a statistically 
significant effect on the adult incomes of the chil- 
dren. In general, market sources of income are 
positively associated with the child’s adult 
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income, while there is no significant association 
with non-market sources. We also find a very 
strong influence of family structure on the labour 
market outcomes of children: the earnings of 
other family members (more specifically the 
influence of the mother’s income on the daugh- 
ter’s), the number of siblings, and single parent- 
hood. Some of these findings suggest that 
parents, through their labour market behaviour, 
offer important role models for children. 


The other major background influences on 
individual incomes are the median income of the 
neighbourhood in which they lived, and whether 
the father moved or not during the individual’s 
adolescence. For every thousand dollar increase 
in the median neighbourhood income sons can 
expect on average to earn $400 more as young 
adults, but the association is only about a fifth as 
strong for daughters. Further, those of either gen- 
der who experienced a residential move or a 
series of moves during adolescence earn from 
$500 to almost $2,000 less than those who did 
not experience a move. 


While our analysis does offer a basis for 
integrating both economic and sociological 
explanations of intergenerational income mobil- 
ity, we remain very cautious in offering any sort 
of causal interpretation to many of our findings. 
In our view the variables we have pointed to, 
especially the presence of asset income but 
including UI, offer signals of unobserved variables 
related to the structure of families and individual 
characteristics that determine the adult incomes 
of children. In this way, we tentatively conclude 
that factors other than just money determine a 
child’s labour market prospects. 


1. A Framework for Analysis 


The starting point for the empirical analysis of 
intergenerational income dynamics is an equa- 
tion of the form: 


Ycnild (jt) = B, i B, Yiaher (i,t-1) + e(i) 


where Y represents income, i indexes a father- 
child pair, and e(i) is a random component spe- 
cific to the pair. The objective of the analysis is 
to obtain an unbiased estimate of B,, which can 
essentially to be taken to be the correlation coef- 
ficient between a child’s income (as an adult) and 
the income his or her father earned (during the 
child’s adolescence). This correlation is a broad 
indicator of the degree of equality of opportunity 
in the labour market, and given recent research 
would seem to be about half as strong in Canada 
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as in the United States. This indicates a great 
deal of mobility in the Canadian labour market.' 


Our empirical analysis seeks to expand the 
number of explanatory variables in this model and 
is structured around the following general equa- 
tion: 


yonla(| t) = f (amount and composition of father’s 
income at t-1, neighbourhood char- 
acteristics at t-1,family structure at 
t-1, other controls at t-1) + e(i). 


In particular, Y°""" refers to the adult annual in- 
come of the child as indicated on his or her in- 
come tax return. For the most part, we use a 
measure of income defined to be total market 
income, namely total income from all sources less 
any income from government transfers (specifi- 
cally Ul benefits and Income Assistance). The 
variables associated with the father’s income are 
of two types. The first is a series of indicator vari- 
ables that indicate the presence of a particular 
type of income. These take the value of 0 if no 
income is present from a particular source anda 
value of 1 if at least one dollar of income from — 
that source is indicated in the tax files. (There 
are six such variables corresponding to each type 
of income we recognize: earnings, self-employ- 
ment income, asset income, UI benefits, Family 
Allowance, and Other Income.) The second set 
of variables associated with the father’s income 
is simply the amount of income from each of these 
sources. 


Our motivation for using this formulation, and 
in particular for distinguishing “first dollar’ from 
“additional dollar” effects, comes from the dis- 
cussion in Hill and Duncan (1987). They point 
out that economic explanations of inter- 
generational income mobility tend to view income 
as a resource that can be used for investment 
in the human capital of children, while non- 
economic explanations recognize that parental 
income may be a signal of other characteristics 
(such as attitudes and aspirations) that are im- 
portant in the outcomes of children. 


Hill and Duncan suggest that Becker’s theory 
of intergenerational dynamics implies that income 
is perfectly fungible. In particular, Becker (1991) 
argues that changes in the level of transfer in- 
come to the family will lead to offsetting 
reallocations of familial resources so that the 
impact on the human capital investments in the 
children is unchanged. In Hill and Duncan’s view, 
this implies that different sources of family income 
should have the same effect on the human 
capital obtained by the child. That is, the 


coefficients associated with the amount of each 
type of income in a model such as that described 
above should be the same. This is to be con- 
trasted with socialization theory, which focuses 
on the role models that parents offer their chil- 
dren. Hill and Duncan suggest that the amount 
of parental labour income from a particular source 
may indicate labour market success, and in this 
way may offer a model for the child and influ- 
ence the child’s labour market outcomes. In par- 
ticular, this channel should be stronger between 
fathers and sons, than between fathers and 
daughters. The implication from this perspective 
is that the coefficients estimated on the various 
components of income should differ. Mayer 
(1997) uses a similar argument to suggest that if 
different sources of income have different influ- 
ences then more than money matters for the 
outcomes of the child. 


One variant of this perspective is the impact 
of government transfers. Just as labour market 
success may serve as a positive role model en- 
couraging the child’s attainment, so it is argued 
that reliance on transfers is seen to have the 
opposite effect. This “welfare culture” argument 
has often raised in the United States (Gottschalk 
1990; Levine and Zimmerman 1996). To follow 
up on this notion, we draw a distinction between 
market based income sources and non-market 
sources (particularly Ul and Family Allowance 
benefits). We would expect, for example, to see 
a different coefficient value associated with the 
amount of UI income earned by the father as 
compared to the values associated with market 
based sources of income (particularly earnings 
and self-employment income). 


If hypotheses of this sort are to be exam- 
ined, it is important to control for all other char- 
acteristics of the father that may influence his 
child’s future labour market outcomes. If this is 
not the case, it is very likely that the measures of 
income will be correlated with the unmeasured 
characteristics of the father associated with the 
productive characteristics of the son. Hill and 
Duncan suggest that this is likely with income 
from uninherited assets or Income Assistance. If 
so, we would expect to observe significant first 
dollar effects of asset income and transfer in- 
come; the first being positive, the latter possibly 
negative. This is the major motivation for includ- 
ing the first dollar effects in our regression mod- 
els. 


The second set of variables we use are 
also motivated by demonstration, or role model, 
effects. These are often considered to operate 
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not only within the family but also in the commu- 
nity or neighbourhood, and may be especially im- 
portant for young adolescents (as opposed to 
primary age children).? One indicator of this may 
be the overall economic status of a neighbour- 
hood, as measured by the average or median 
income. The level of community income may of 
course directly affect the eventual labour market 
outcomes of children through the nature and 
quality of the schools and other infrastructure in 
the community. It is also possible that there are 
peer and network effects that encourage school 
attainment and labour market success. The ten- 
dency to drop out of high school is often looked 
at in these terms. Further, neighbourhoods char- 
acterized by a greater dispersion in the level and 
composition of income may indicate a wide range 
of peer effects that may be either positive or nega- 
tive. Accordingly, our neighbourhood variables 
include, in addition to the median income, the 
standard deviation of income in the community, 
the fraction of tax filers in the neighbourhood re- 
ceiving Ul, and the fraction receiving income from 
self-employment. 


Associated with this group of variables is a 
measure of what Coleman (1988) has referred 
to as “social capital,” but which might more gen- 
erally be considered as an aspect of network or 
peer group effects. He considers social capital 
to have three dimensions: the set of expectations 
and obligations (essentially reputations) that de- 
velop ina community, the set of information chan- 
nels, and the set of norms or sanctions that exist 
at the community level. While all three are im- 
portant in the intergenerational mobility of chil- 
dren, he focuses on the conditions that allow the 
latter to arise. A well-established set of norms or 
sanctions can serve to reinforce parental human 
capital investment in children. In particular, he 
suggests that this will be strongest when the re- 
lationship between children, say in the context 
of a school, is mirrored at the level of the parents 
so that the parents’ friends are also the parents 
of their children’s friends. While he does not of- 
fer a direct measure of this “intergenerational clo- 
sure” he suggests that an appropriate proxy is 
the number of times the child has changed 
schools as this indicates a lack of continuity and 
hence the breaking up of networks.° 


For example, Coleman finds that in his US 
data set the probability of dropping out of high 
school is about 50% higher for those individuals 
who moved at least once (16.7% versus 11.8%), 
and about double for those who moved twice 
(23.1% versus 11.8%). However, the interpreta- 
tion of this as a direct effect related to “social 
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capital” is difficult to make if the number of moves 
is associated with unobserved parental charac- 
teristics that are also important in determining 
intergenerational mobility (Aaronson, 1996). 
Even so, Coleman's discussion is suggestive of 
a potentially important variable not often consid- 
ered in studies of intergenerational income mo- 
bility. 


Our final set of variables is related to family 
structure. These include indicators of whether the 
father was married, single, or living in a common- 
law relationship, as well as the number of sib- 
lings in the household. Being raised by an intact 
family is often considered to be advantageous 
for children (Le Bourdais and Marcil-Gratton, 
chapter 6; Dooley et al., chapter 7; Manski et al., 
1992; McLanahan and Sandefur, 1994). We also 
use information on the labour market activities 
of other family members: whether the spouse 
worked or not, and the amount of income earned. 
This information provides a control not only for 
the.total economic resources available to the 
household, but also more information on the pos- 
sibility and strength of role model influences. For 
example, the labour market activity of the mother 
and the income she earns may have more of an 
influence on the labour market outcomes of 
daughters than of sons. 


2. A Descriptive Analysis 


Our study is based upon income tax information 
on a cohort of young men and women in 1994 
and upon similar information on their fathers dur- 
ing the late 1970s and early 1980s. Briefly, we 
select a sample of individuals aged 16 to 19 years 
in 1982, who filed an income tax return in that 
year (while still living with their parent), who had 
a father present during that year, and who are 
therefore 28 to 31 years of age in 1994. Our sam- 
ple is very large, numbering about 400,000 fa- 
ther-child pairs, and not subject to problems of 
attrition or reporting errors that are endemic to 
survey data. In addition very detailed informa- 
tion on the composition of income is available, 
permitting a distinction between: employment 
earnings, self-employment income, asset in- 
come, UI benefits, Family Allowance benefits, and 
“other” income.’ We use the father’s 1982 income 
(and its components) in our regression analysis. 
(The appendix contains a detailed discussion of 
the data.) 


Country-wide income tax files are used to 
derive the characteristics of the neighbourhood 
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in which the father-child pair lived. A “neighbour- 
hood” is defined for present purposes as the first 
three digits of the postal code, the Forward 
Sortation Area (FSA), for 1982. Our measure of 
whether the social capital of the child was intact 
is the number of moves the father made between 
1978 and 1982. This information is derived from 
the postal codes on the father’s income tax re- 
turns over these years. A move is defined as a 
change in the postal code between any two se- 
quential years. 


The other variables we are able to derive 
include: the province of residence, the income 
earned by other family members, the number of 
children in the family, and the official language in 
which the income tax return was filed (French or 
English). We also have information on the struc- 
ture of the family: married couple, only the father 
being an income tax filer; married couple, both 
filers; single father; father in a common-law rela- 
tionship. 


In addition to having certain advantages over 
survey data, the use of administrative data entail 
certain disadvantages. We lack, for example, in- 
formation on some common correlates of 
intergenerational income mobility, namely the 
education levels of the parents, as well as their 
occupations and wage rates. Another potential 
disadvantage concerns the possibility of having 
chosen a non-random population. In particular, 
in order for the children to be matched with the 
father we require their SINs, and this implies that 
they must have been active in the labour market 
to the point of having filed an income tax return. 
Individuals who are working may be a self- 
selected group who are more motivated than the 
average, and who will ultimately have more work 
experience by the time they are adults. Indeed, 
the need for a SIN is one of the reasons that we 
restrict our analysis to those individuals who are 
at least 16 years of age. In Corak and Heisz 
(1998) we examine the possible selection bias 
that may intrude upon a model of the correlation 
between father and son’s income, and find that 
while our sample is in fact non-random this does 
not influence the results. 


Finally, we are not examining households 
headed by single mothers, a group that is often 
cited as important in discussions of child pov- 
erty. Our choice of individuals who had a father 
present is intended as a first step in a fuller analy- 
sis, and our original concern was to choose a 
sample similar to that used in much of the exist- 
ing literature dealing with intergenerational 


income mobility. The use of administrative data 
in such studies is novel, and we have chosen 
the sample in order to provide a basis for com- 
paring our results with the existing work that re- 
lies almost exclusively on survey data. As such, 
our findings should be interpreted as a “best” case 
scenario. 


Table 5.1 presents the average market in- 
come of the sons and daughters in our sample 
cross-classified according to the most pertinent 
discrete variables in our analysis. (A complete 
set of descriptive statistics is presented as Ta- 
bles 5A.1 and 5A.2 in the appendix.) Most of the 
averages for the characteristics within a group- 
ing are statistically different according to t or F 
tests, the exceptions being the majority language 
indicator for sons, and the employment income 
and Family Allowance indicators for daughters. 
The largest differences relate to the presence of 
asset income. Sons whose fathers reported hav- 
ing asset income averaged more than $5,000 in 
earnings than sons whose father reported no 
asset income. For daughters, the difference be- 
tween these two groups is, at about $4,100, also 
large. It is also notable that men whose fathers 
received UI earn on average $3,760 less than 
their counterparts, and women in a similar posi- 
tion earn about $2,700 less. Individuals whose 
parent did not change residence during their early 
teen years earned about $800 more than those 
who moved once, and almost $4,000 more than 
those whose parent moved three or more times 
in a five year period. Finally, it should be noted 
that individuals from husband-wife families 
earned about $3,500 to $4,500 more than indi- 
viduals from other family types. In fact, daugh- 
ters from families in which both parents filed 
income tax returns (that is in which both were 
actively engaged in the labour market) earned 
slightly more on average than daughters from 
families in which only the father filed. (The t-sta- 
tistic for a test of the null hypothesis that the two 
means are the same is 3.4.) The opposite is the 
case for the sons, but the observed difference 
between the two means is not statistically sig- 
nificant (t = 1.5). 


Table 5.2 presents univariate regression re- 
sults of the continuous variables in our analysis 
against the market incomes of sons and daugh- 
ters. The numbers in this table should be inter- 
preted as the change in the dependent variable 
(the income of sons or daughters expressed in 
dollars) for each thousand-dollar change in the 
independent variable. There is a positive asso- 
ciation between the adult incomes of the children 
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and the market based incomes (earnings, self- 
employment income, asset income) of fathers, 
but a negative association with the non-market 
sources (UI and Family Allowance). In addition, 
the association seems to be stronger for sons 
than for daughters. The negative association be- 
tween the amount of Family Allowance income 
and the child’s adult market earnings may seem 
puzzling. As the multivariate analysis in the fol- 
lowing section reveals, this is because Family 
Allowance is correlated with the province of resi- 
dence and the number of children. Since the 
amount of Family Allowance income is not meas- 
ured on a per child basis the univariate results 
are revealing a negative sibling effect. It is also 
interesting to note that daughter’s adult income 
is much more strongly related to the income of 
other family members (essentially the mother but 
also siblings) than it is to the father’s income. 
For every $1,000 increase in the fathers’ income 
the income of the average daughter increases 
by $62; for every $1,000 increase in the income 
of other family members it goes up almost twice 
as much, $115. In conjunction with the results in 
the previous paragraph (dealing with the effect 
of having a working mother) this hints at the pos- 
sibility of demonstration or role model effects. Son 
and daughter incomes are also positively asso- 
ciated with the neighbourhood median income, 
the standard deviation of income in the neigh- 
bourhood, and the fraction of self-employed in 
the neighbourhood, but are negatively associated 
with the fraction of Ul recipients. With the excep- 
tion of the fraction of UI recipients, all these co- 
efficients are about the same for both men and 
women. 


Another perspective on the role of some of 
these variables is possible by examining the rank 
of the children (as adults) in the income distribu- 
tion according to the rank their fathers occupied. 
Accordingly, in what follows we examine the tran- 
sition matrices relating the father’s income decile 
to the child’s income decile. Given the concern 
with the long-term consequences of low-income 
during childhood we focus on the children of the 
lowest income fathers, those in the bottom decile. 
(The complete matrices for both sons and daugh- 
ters are presented in the appendix.) 


If there were no association between father 
and child incomes the chances of attaining any 
decile would be the same, namely 10%. Statisti- 
cally significant deviations from 10% indicate 
less than complete intergenerational income 
mobility. Figure 5.1 reveals that 14.5% of the sons 
of bottom decile fathers had income that placed 
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Table 5.1 


Background Characteristics and the 
Market Incomes of Sons and Daughters 


a 


Sons Daughters 
Variable Number of Average p- Number of Average p- 
Obser- Market value Obser- Market value 
vations Income vations Income 
First Dollar Effects 
No Earnings 15,526 24,860 12,910 17,857 
Some Earnings 143,035 26,818 0.00 113,863 17,856 0.99 
No Self-Employment Income 135,845 26,443 107,960 17,652 
Some Self-Employment Income 22,716 27,719 0.00 18,813 19,028 0.00 
No Asset Income 41,042 22,851 30,985 14,712 
Some Asset Income Wal) 27,945 0.00 95,788 18,873 0.00 
No Unemployment Insurance 133,644 ATE PAT 107,835 18,259 
Some Unemployment Insurance 24,917 23,457 0.00 18,938 15,565 0.00 
No Family Allowance 40,392 27,048 31,062 17,754 
Some Family Allowance 118,169 26,482 0.00 95,711 17,890 0.22 
No Other Income 108,063 26,329 85,990 17,666 
Some Other Income 50,498 27,262 0.00 40,783 18,257 0.00 
Number of Residential Moves 
No Moves 124,529 26,864 100,589 18,101 
One Move 26,260 26,096 20,197 17,268 
Two Moves 6,447 24,954 5,011 15,975 
Three or More Moves 1,325 22,906 0.00 976 14,427 0.00 
Individual/Family Characteristics 
Did Not Use Majority Language 5,989 26,406 4,819 18,411 
Used Majority Language Vey 26,635 0.51 121,954 17,834 0.02 
Married, Wife did Not Work 20,005 27,048 15,224 17,519 
Married, Wife Worked 132,017 26,753 107,035 18,022 
Single 4,757 22,887 3,146 15,293 
Common-Law 1,782 22,488 0.00 1,368 14,568 0.00 


Note: p-value refers to the marginal significance level for a t or F test of the null hypothesis that the within groups averages are 
equal. 


them in bottom 10% (as adults) of their cohort. 
For daughters the comparable proportion is 
13.6%.° In general, sons raised by low-income 
fathers are less likely to move into the upper. half 
of the income distribution, more likely to remain 
in the bottom half, and most likely to occupy the 
same position as their fathers. Daughters are also 
most likely to remain in the bottom of the income 
distribution, and certainly less likely to reach the 
top 20%, but are about equally as likely to be 
anywhere else in the income distribution. 


Figure 5.2 presents similar information ac- 
cording to the composition of the father’s income: 
whether or not the father reported any income 
from self-employment, assets, or UI. In other 
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words, in conjunction with Figure 5.1 these fig- 
ures offer (for children from low-income fathers) 
a descriptive look at the relationship between 
what we have referred to as the “first dollar ef- 
fects” of these components of income and the 
relative position of the children in the income dis- 
tribution. Once again, the role of asset income is 
the most notable. Individuals whose fathers did 
not report having asset income (either positive 
or negative) were much more likely to be in the 
bottom decile and much less likely to be in the 
top decile of their cohort as young adults. The 
probability that these sons were in the bottom 
decile is 17.1%, versus 12.4% for those with fa- 
thers reporting asset income. For daughters the 
difference is slightly greater (17.1% versus 
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Table 5.2 


Correlations between Parental Income, Neighbourhood and Familial Variables, 
and the Market Incomes of Sons and Daughters 


Variable Coefficient 
Additional Dollar Effects 
Earnings 116 
Self-Employment Income 76 
Asset Income 82 
Unemployment Insurance -830 
Family Allowance -1,233 
Other Income 112 
Neighbourhood Effects 
Median Income (thousands) 459 
Standard Deviation 52 
Proportion of Self-Employed -256 
Proportion of Ul Recipients 332 
Individual and Family Characteristics 
Rest-of-Family Income 138 
Number of Children 53 


Number of Observations 


Sons Daughters 

p-value Coefficient p-value 

($ per thousand dollar change) 
0.00 62 0.00 
0.00 66 0.00 
0.00 58 0.00 
0.00 -568 0.00 
0.00 -929 0.00 
0.00 104 0.00 
0.00 475 0.00 
0.00 43 0.00 
0.00 -251 0.00 
0.00 146 0.00 
0.00 115 0.00 
0.43 -17 0.65 

158,561 126,773 


Note: All regressions were performed using least squares with the market income (in dollars) of sons or daughters as the dependent 


variable. 


p-value refers to the marginal significance level of a t test for the null hypothesis that the coefficient is equal to zero. 


11.1%). Indeed, daughters with fathers reporting 
asset income are about equally likely to be at 
any decile in the income distribution (except pos- 
sibly the top two). 


Figure 5.3 offers a stratification by neigh- 
bourhood characteristics. The first panel illus- 
trates the rank (of those with bottom decile 
fathers) according to the median income of the 
childhood neighbourhood. A “low-income neigh- 
bourhood” is considered to be a neighbourhood 
with a median income in the bottom quartile of 
all neighbourhoods; a “high-income neighbour- 
hood” is defined in a similar way (on the basis of 
the top quartile). Generally, those from low- 
income neighbourhoods are much less likely to 
move to the upper half of the income distribu- 
tion, and are most likely to remain in the bottom 


decile. This is particularly so for sons. The sec- 
ond panel offers a distinction between those 
neighbourhoods in which the fraction of UI re- 
cipients to the total number of income tax filers 
is above and below the Canadian average. Sons 
with bottom decile fathers living in neighbour- 
hoods with an above average proportion of UI 
recipients are more likely to remain in the bot- 
tom half of their cohort, but the differences are 
not marked (and indeed not even apparent at the 
bottom decile). On the other hand, daughters liv- 
ing in these neighbourhoods are less likely to 
leave the bottom decile, much less likely to rise 
to the top decile, and in general less likely to rise 
above the fifth decile than their counterparts. This 
is also the case for the influence of whether the 
father changed addresses between 1978 and 
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Figure 5.1 
Relative Outcomes of Children of Bottom Decile Fathers 
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1982. While sons whose fathers moved are more 
likely to remain in the bottom decile than those 
whose fathers did not move (16.6% versus 
13.7%), there are no appreciable differences 
between the two groups elsewhere in the income 
distribution. An adverse impact of moving, how- 
ever, is a little clearer for daughters. 


3. Regression Results 


The multivariate regression results for sons are 
presented in Table 5.3, and for daughters in Ta- 
ble 5.4. Since some individuals have very large 
incomes, we are somewhat concerned about the 
sensitivity of least squares to outliers. We do two 
things to address this. First, as outlined in the 
appendix, we delete those influential observa- 
tions with very large negative values for some of 
the income components. In many cases, these 
negative values were offset by large positive val- 
ues for other components, suggesting that tax 
considerations influenced the way in which in- 
come was reported. Second, we also conduct an 
analysis using quantile regressions at the 50" 
percentile. Given that these are based on the 
minimization of absolute deviations about the 
median they are not as sensitive to outliers as 
least squares. Tables 5.3 and 5.4 contain the re- 
sults of least squares estimation, quantile 
regressions at the median, but also quantile re- 
gressions about the 10" decile and 90" decile of 
the dependent variable. The latter also offer a 
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check on the average/median results by indicat- 
ing whether individuals at the lower or upper end 
of the income distribution are more or less sen- 
sitive to the influence of a particular variable. 
(Some of the results in Figures 5.2 and 5.3 are 
suggestive of this possibility.) Taken together they 
also offer an indication of the influence of a vari- 
able on the spread of the income distribution. This 
influence is given by an estimate of the differ- 
ence between the 90" and 10" deciles in the last 
column of tables 5.3 and 5.4. 


The coefficients in these tables should be 
interpreted as the dollar change in the income of 
sons or daughters for a unit change in the inde- 
pendent variable. Boldfaced values represent a 
marginal significance level of 0.05 or less, while 
those boldfaced and shaded have a level of 0.01 
or less.° Almost all of the first dollar effects are 
large and statistically significant. As the discus- 
sion in the previous section suggests, the first 
dollar effect associated with asset income is strik- 
ing, amounting on average to over $3,000 for men 
and almost $2,700 for women. (The estimates at 
the median are lower.) For men there is no sig- 
nificant difference between the coefficient esti- 
mates at the 10" and 90" percentiles, implying 
that this effect is felt throughout the income dis- 
tribution and is not a result of a large effect for 
just some individuals. (As Table 5.1 and Tables 
5A.1 and 5A.2 in the appendix illustrate, about 
75% of the sample report a non-zero amount of 
asset income. This proportion is so large because 
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Figure 5.2 
The Composition of Father’s Income and Child’s Outcome 
(Bottom Decile Fathers) 
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Figure 5.3 
Neighbourhood Background and (Bottom Decile Fathers) Child’s Outcome 
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Table 5.3 
Multivariate Regression Results: Sons 
Least Squares Quantile Regressions 
50 10% goth goth 
Percentile Percentile Percentile less 
10% 
First Dollar Effects 
Earnings 1,003.5 557.1 514.0 -1,891.4 -2,405.4 
(657.4) (187.3) (185.3) (478.2) (402.5) 
Self-Employment Income 1,157.2 15o03 63.7 2,384.4 2,320.7 
(295.4) (164.8) (225167) (360.5) (359.9) 
Asset Income 3,106.9 2,254.6 1,875.2 2,066.0 190.8 
(Wa/es) (94.8) (107.6) (150.4) (186.2) 
Unemployment Insurance -1,441.9 -481.1 -469.5 -717.1 -247.6 
(233.6) (187.3) (156.4) (317.4) (313.7) 
Family Allowance -324.2 42.5 42.1 -621.5 -663.6 
(225.5) (116.1) (136.2) (254.2) (215.0) 
Other Income 564.6 512.3 201.6 571.8 370.2 
(169.6) (106.0) (127.3) (190.4) (212.6) 
Additional Dollar Effects (per thousand dollars) 
Earnings 90.7 86.6 23.3 217.0 193.7 
(22.1) (3.8) (3.6) (8.9) (10.2) 
Self-Employment Income 76.2 48.6 8.2 145.3 137.0 
(17.0) (6.3) (5.7) (17.6) (21.5) 
Asset Income 27.7 35.3 4.5 273.0 268.5 
(12.8) (7.6) (5.4) (23.5) (16.2) 
Unemployment Insurance -9.7 -81.5 -111.0 236.5 347.5 
(58.3) (44.7) (38.0) (51.0) (78.4) 
Family Allowance 457.3 246.4 349.6 845.4 495.8 
(315.0) (176.2) (138.0) (295.3) (305.5) 
Other Income 54.1 40.2 -3.9 130.5 134.5 
(16.4) (9.8) (10.5) (21.4) (15.1) 
Neighbourhood Effects 
Median Income (thousands) 367.8 366.8 175.5 416.4 240.9 
(41.2) (25.3) (32.0) (50.4) (46.8) 
Standard Deviation 6.9 -7.3 -11.0 3.8 14.8 
(5.7) (2.7) (2.1) (3.5) (4.6) 
Proportion of Self-Employed 120.8 -1.3 64.2 161.5 97.3 
(32.5) (21.2) @iz5) (35.1) (34.9) 
Proportion of UI Recipients 35.2 67.6 66.9 47.2 -19.7 
(15.2) (10.0) (12.2) (18.2) (22.2) 
Moved Once -544.2 -887.0 -867.1 -434.7 432.4 
(197.8) (139.5) (135.5) (159.7) (224.8) 
Moved Twice -1,058.7 -1,488.9 -1,448.7 68.1 1,516.8 
(325.6) (261.6) (166.7) (405.4) (443.0) 
Moved Three Times -2,134.3 -2,281.5 -1,475.9 -384.3 1,091.7 
(583.9) (286.4) (406.6) (691.3) (738.2) 
Individual Characteristics 
Majority Language -593.0 711.1 556.2 -1,014.0 -1,570.2 
(415.7) (232.1) (255.5) (415.9) (519.2) 
Number of Children -299.1 -408.3 -232.7 -489.0 -256.3 
(127.8) (69.8) (39.5) (111.9) (96.5) 
Rest-of-Family Income 89.4 48.5 35.9 115.7 79.8 
(14.0) (3.7) (4.4) (11.4) (10.6) 
Married, Wife Worked -25.7 Oey, -296.9 731.7 1,028.6 
(372.6) (129.2) (i221) (276.7) (343.6) 
Single -1,600.0 -1,930.8 -1,646.9 -110.4 1,536.5 
(398.8) (353.3) (291.5) (403.3) (605.4) 
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Table 5.3 — Concluded 
Multivariate Regression Results: Sons 


Least Squares Quantile Regressions 


BOR Om go" go" 

Percentile Percentile Percentile less 

10% 

Common-Law -2,245.5 -1,620.3 -1,560.4 -1,532.0 28.5 

(630.3) (510.2) (413.9) (774.0) (842.8) 

Constant 12,915.3 13,264.9 -2,423.0 27,578.9 30,001.9 

(1,045.1) (692.4) (719.2) (1,663.0) (1,591.4) 

Number of Observations 158,561 158,561 158,561 158,561 158,561 
Adjusted R? 0.0421 0.0284 0.0112 0.0546 


Note: The dependent variable is the level of the child’s total market income for 1994. Independent variables are for 1982. All 
income measures are expressed in 1986 constant dollars using the CPI as the deflator. The measures of the father’s 
income, neighbourhood median income, the standard deviation of incomes in the neighbourhood are expressed in thousands 
of dollars. Controls for province of residence, age and age? of both the father and the child are also included in all of the 
models. 


() indicates standard error. Boldface indicates significance at 0.05, Boldface and shading indicates significance at 0.01. 
For the least squares results the standard errors are robust to heteroscedasticity. For the quantile regressions the standard 
errors are derived from a bootstrap using 20 replications. 


even interest on bank deposits during an infla- 
tionary period may generate sufficient income to 
require reporting.) Having a father who reported 
self-employment income is also of benefit to the 
child, but only for those destined, at least in the 
case of sons, for the top of the income distribu- 
tion. (For daughters, a positive relationship ex- 
ists as well at the median.) The opposite pattern 
prevails if the father reported earnings: those at 
the 90" percentile are disadvantaged. Finally, 
parental receipt of Ul has a negative association 
with the child’s adult income. 


The amount of the father’s market based 
income generally has a positive impact on the 
child’s income. The magnitudes are about the 
same for all of the income types. The coefficients 
on the amount of earnings, self-employment in- 
come, and asset income are all within two stand- 
ard errors of each other. (The asset coefficient 
is, nonetheless, the smaliest of the three.) In con- 
trast, the amount of UI income (which might be 
taken as an indicator of the severity of unem- 
ployment as it is related to the duration of unem- 
ployment spells) does not, on average, matter 
for the child’s adult income. That being said, all 
the coefficients are larger for sons than for 
daughters, with the earnings variable for sons 
being about twice the size of that for daughters. 
The exceptions to this are the influences of 
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asset income and other income, which are al- 
most exactly the same for men and women. 


With respect to the neighbourhood variables, 
it is clear that the number of moves is strongly 
and negatively related to the child’s income: a 
single move being associated with about $540 
less income for both sons and daughters; three 
moves with about $2,100 less. The results for 
the 50" percentile are all larger in absolute value, 
suggesting that the average effects given by least 
squares are probably understatements. The 
median income of the neighbourhood is a posi- 
tive correlate of sons’ income, every $1,000 in- 
crease being related to about a $370 increase in 
eventual income earned by the son. This would 
imply that a one standard deviation increase in 
this variable ($2,852) would be associated with 
a $1,050 increase in the son’s adult income. 
Median neighbourhood income, while positive 
and statistically significant, is not on average 
strongly related to the daughter’s income. This 
masks, however, a stronger positive correlation 
at the 90" percentile. The fraction of self-em- 
ployed and the fraction of Ul recipients are re- 
lated to the incomes of both sons and daughters, 
but in a different way. Each unit increase in these 
variables is associated with decreases in daugh- 
ters’ income by on average about $90 and 
$150 respectively, but with increases of the son’s 
income by around $120 and $35. 
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Table 5.4 
Multivariate Regression Results: Daughters 
Least Squares Quantile Regressions 
50" 10" go" gor 
Percentile Percentile Percentile less 
10" 
First Dollar Effects 
Earnings -137.4 -67.2 -20.3 -1,757.2 -1,736.9 
(420.9) (250.2) (36.2) (338.7) (309.4) 
Self-Employment Income 850.0 337.2 61.0 1,642.3 1,581.3 
(180.4) (126.6) (34.7) (271.0) (181.0) 
Asset Income 2,698.0 2,665.4 152.5 2,528.5 2,376.0 
(116.2) (113.6) (21.1) (183.8) (108.4) 
Unemployment Insurance -865.4 -457.8 -30.2 -1,112.7 -1,082.5 
(175.7) (212.9) (23.8) (167.9) (286.0) 
Family Allowance 507.9 690.9 63.5 568.8 505.4 
(149.4) (150.9) (25.5) (214.8) (180.5) 
Other Income 195.2 205.0 38.8 -68.8 -107.7 
(120.9) (143.5) (22.3) (176.0) (151.1) 
Additional Dollar Effects (per thousand dollars) 
Earnings 47.2 52.2 7.9 137.1 129.2 
(Ghlaz4 (5.3) (1.4) (8.9) (8.0) 
Self-Employment Income 49.7 52.7 13.0 87.0 73.9 
(7.9) (4.2) (3.2) (6.7) (6.5) 
Asset Income 28.0 18.8 7.3 173.4 166.1 
(11.8) (5.7) (3.5) (18.1) (25.0) 
Unemployment Insurance -22.8 -64.3 14.3 197.6 183.3 
(41.3) (49.7) (5.6) (54.4) (71.8) 
Family Allowance 336.2 -126.3 -0.3 417.3 417.6 
(187.5) (145.3) (21.4) (225.5) (191.8) 
Other Income 55.3 26.3 9.6 104.3 94.7 
(lizaat)) (13.2) (4.6) (26.7) (23.4) 
Neighbourhood Effects 
Median Income (thousands) 71.5 4.0 -0.1 147.2 147.4 
(27.0) (29.5) (3.6) (41.7) (32.2) 
Standard Deviation 12.7 7.0 20 9.0 6.7 
(2.6) (2) (1.3) (227) (2.5) 
Proportion of Self-Employed -87.8 -252.6 -10.6 -37.5 -26.8 
(20.3) (21.1) (2.3) (26.6) (32.4) 
Proportion of UI Recipients -151.7 -204.9 -6.1 -130.0 -123.9 
(10.4) (13.5) (ez) (11.5) (12.2) 
Moved Once -553.5 -686.7 -59.3 -411.3 -352.0 
(129.6) (116.6) (17.6) (181.9) (179.9) 
Moved Twice -1,282.3 -1,957.9 -109.4 -975.5 -866.2 
(239.0) (356.7) (24.2) (401.0) (349.3) 
Moved Three Times -1,818.8 -2,328.7 -84.7 -1,555.0 -1,470.3 
(433.7) (662.5) (34.9) (848.6) (637.9) 
Individual Characteristics 
Majority Language -511.3 -1,095.4 31.5 -1,581.7 -1,613.2 
(255.8) (384.8) (47.2) (288.7) (357.6) 
Number of Children -353.0 -278.4 -42.2 -433.9 -391.7 
(68.3) (56.8) (9.2) (62.1) (85.2) 
Rest-of-Family Income 81.5 58.4 10.9 95.4 84.5 
(7.9) (5.3) (1.4) (4.7) (7.4) 
Married, Wife Worked 233.6 292.5 43.6 581.4 537.8 
(201.2) (159.8) (16.2) (250.0) (218.3) 
Single -544.1 -1,213.0 30.1 -474.5 -504.5 
; (306.8) (328.4) (25.2) (487.9) (429.8) 
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Table 5.4 — Concluded 
Multivariate Regression Results: Daughters 


Least Squares 


Quantile Regressions 


50" 10! go" go" 

Percentile Percentile Percentile less 

10" 

Common-Law -915.4 -1,361.2 22.6 -253.1 -275.8 

(416.1) (549.9) (73.4) (510.8) (589.5) 

Constant 16,583.4 20,505.0 -30.6 29,773.8 29,804.4 

(733.4) (1,078.8) (112.7) (1,163.0) (960.5) 

Number of Observations 126,773 126,773 126,773 126,773 126,773 
R? 0.0533 0.0275 0.0034 0.0526 


Note: The dependent variable is the level of the child’s total market income for 1994. Independent variables are for 1982. All 
income measures are expressed in 1986 constant dollars using the CPI as the deflator. The measures of the father’s 
income, neighbourhood median income, the standard deviation of incomes in the neighbourhood are expressed in thousands 
of dollars. Controls for province of residence, age and age? of both the father and the child are also included in all of the 


models. 


() indicates standard error. Boldface indicates significance at 0.05, Boldface and shading indicates significance at 0.01. 
For the least squares results the standard errors are robust to heteroscedasticity. For the quantile regressions the standard 


errors are derived from a bootstrap using 20 replications. 


The structure of the family is an important 
correlate of the adult incomes of both men and 
women. First, there is no statistically significant 
impact on the adult incomes of these adolescent 
children of whether the mother worked or not. 
These averages, however, mask a positive influ- 
ence for men at the 90" percentile that is coun- 
tered by a negative influence at the 10", while 
for women both of these percentiles are positively 
associated with the presence of a tax-filing 
mother (even though the median is not statisti- 
cally different from zero).’ At the same time, it 
should be noted that income from other family 
members, which in the strong majority of cases 
refers to income from the mother, is positively 
associated with the adult incomes of the children. 
The effect, at about $82 to $90 for every $1,000 
earned ‘is about the same for both sons and 
daughters. At the same time, this value is more 
than 70% higher than the coefficient relating the 
fathers’ earnings to the daughters’: in other words 
daughters’ outcomes seem more strongly corre- 
lated with the labour market income of their moth- 
ers and siblings than to their fathers’. 


Second, the contemporaneous number of 
children in the family is negatively associated with 
adult outcomes: for every sibling still living at 
home the adult income of the sample members 
is lower by about $300 to $400. 


Third, fathers raising their children without a 
partner or with a common-law partner had chil- 
dren that ultimately received much lower incomes 
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as adults than fathers who were married: for sons 
the common-law effect is probably about -$1,500, 
and for daughters probably a little less (at least 
at the median). The magnitude of these effects 
is striking given that only about one percent of 
our sample falls into this category. It should be 
noted that the declaration of marital status on 
the 1982.T1 form did not contain a separate cat- 
egory for living common-law. As a result we sus- 
pect, firstly, that some individuals living 
common-law and raising a family together prob- 
ably indicated that they were married, even 
though this category was meant to refer to only 
those legally married when tax exemptions were 
being claimed. Second, those considered com- 
mon-law in our data are in fact a residual group. 
They are those individuals not offering any mari- 
tal information on their income tax returns but 
who were identified in the processing of the T1 
data by Statistics Canada as living at the same 
address as a women with children.® In our view, 
it is possible that these individuals joined lone 
parent families at some point after the child’s birth, 
in this sense the estimate is picking up the influ- 
ence of family disruption earlier in the child’s life. 
As such it is less of an indicator of the impact of 
common-law relationships than of family disrup- 
tion and single motherhood. The correct inter- 
pretation of this variable is open to question. More 
specifically we do not wish to interpret it as a 
“common-law” effect in spite of the name given 
to it. 


4. Issues of Interpretation 


There are two recurring themes in the empirical 
literature dealing with the attainments of children: 
the influence of unobserved factors, and the dif- 
ficulty in establishing causal patterns. Haveman 
and Wolfe (1995), for example, offer an exten- 
sive review of the US literature and conclude by 
stressing these issues, which relate to omitted 
variables bias and endogeneity. The interpreta- 
tion of our findings should, therefore, address 
questions about what variables are excluded from 
the regression models, and about what variables 
are included. 


The influence of “first dollar” effects under- 
scores the importance of omitted factors. These 
variables are collectively very important additions 
to the regression models discussed in Tables 5.3 
and 5.4. They are not only statistically significant 
but also large in magnitude. 


In addition, these variables play an impor- 
tant role in determining the magnitudes and signs 
of some of the coefficients associated with the 
additional dollar effects. The coefficient estimates 
on parental income will be biased upward if other 
influences determining child outcomes are posi- 
tively correlated with income and omitted from 
the model. In contrast to Hill and Duncan (1987), 
we find that different sources of the parental 
income have different influences on the adult in- 
comes of children. For example, we can reject 
the restriction that the six sources of the father’s 
income have the same coefficient.'° This sug- 
gests that more than money matters in determin- 
ing the adult incomes of children, and might be 
interpreted as suggesting that the role models 
offered by parents are important. 


This conclusion, however, is valid if the es- 
timates are unbiased. The potential for an omit- 
ted variable bias is illustrated in Table 5.5. This 
table offers the coefficient estimates on the vari- 
ous income sources for a variety of model speci- 
fications. The least squares results from Tables 
5.3 and 5.4 are presented in the last column of 
this table. Column [1] represents the simplest 
_model, the only regressors in addition to the 
amount of income from the seven possible 
sources (six from the father plus the rest of fam- 
ily income) are the ages and ages squared of 
the father and child. The remaining columns are 
based on more complete models, adding suc- 
cessively controls for province of residence, 
neighbourhood characteristics (including the 
number of moves and the majority language), and 
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finally family structure. Column [4] therefore in- 
cludes all of the regressors except the first dollar 
effects. 


Consider the coefficients associated with the 
sources of income other than government trans- 
fers: namely earnings, self-employment income, 
asset income, other income, and rest-of-family 
income. While the simpler models in column [1] 
through [4] overstate the magnitude of these co- 
efficients in comparison with column [5], and while 
the first dollar effects play an important role in 
this (particularly for self-employment income and 
other income), the results are robust. All of the 
coefficients in column [5] are within one stand- 
ard error of those in column [1]. In fact, the major 
impact of the specification of the model has to 
do with the role of UI, the principal non-market 
source of income. Without the controls for first 
dollar effects the amount of UI benefits received 
by the father has a large negative influence on 
the market incomes of children: every $1,000 in- 
crease in UI being associated with more than 
$200 to almost $300 decline in the child’s adult 
income. In contrast, the effect of UI income is 
not statistically different from zero when the first 
dollar effects are included in the model. The Fam- 
ily Allowance variable is not for the most part sta- 
tistically significant from zero, but it is large in 
magnitude and changes a great deal as controls 
for the province of residence and number of sib- 
lings are added. Once these controls dre intro- 
duced the first dollar effects increase the family 
allowance coefficient for sons (although it re- 
mains statistically insignificant), and decrease it 
for daughters. 


How should the influence of first dollar ef- 
fects be interpreted? It is difficult to suggest a 
causal mechanism at work in these patterns. 
While each income source may signal the effect 
of unobserved characteristics of the father that 
are passed on to the child, it is not clear what 
these are or how they operate. For example, it 
has been suggested that the self-employed may 
be more motivated and active in the market place, 
and it is this motivation that is either genetically 
or otherwise passed on to the children and de- 
termines their labour market success (Dunn and 
Holtz-Eakin, 1996). Similarly, those parents with 
assets might be viewed as having more foresight, 
or more ability to plan for the future, and these 
characteristics are important for labour market 
success. Further, while it may be argued that the 
intergenerational transmission of UI status is 
associated with characteristics that are detrimen- 
tal to labour market success, the most likely 
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Table 5.5 


Model Specification and the Sensitivity of the 
Relationship between Father and Child Incomes 


[1 [2] [3] [4] [5] 


Sons 
Additional Dollar Effects (per thousand dollars) 


Earnings 103.5 101.3 95.9 95.0 90.7 
Self-Employment Income 93.3 92.7 85.3 85.6 76.2 
Asset Income 30.4 30.9 31.1 29.5 27.7 
Unemployment Insurance -372.3 -351.1 -298.9 -287.8 -9.7 
Family Allowance -367 -90.8 -126.0 335.6 457.3 
Other Income 74.7 74.0 67.1 66.4 54.1 
Rest-of-Family Income 91.5 89.1 86.2 91.6 89.4 
R? Adjusted 0.0330 0.0368 0.0385 0.0389 0.0418 
Daughters 


Additional Dollar Effects (per thousand dollars) 


Earnings 55.0 55.0 49.6 49.0 47.2 
Self-Employment Income 69.5 69.1 64.0 64.2 49.7 
Asset Income 31.5 31.3 31.4 30.1 28.0 
Unemployment Insurance -301.2 -298.6 -217.6 -211.0 -22.8 
Family Allowance -214.2 -31.9 ats 581.0 336.2 
Other Income 69.5 71.6 64.7 64.5 55.3 
Rest-of-Family Income 79.1 79.7 75.3 82.3 81.5 
R? Adjusted 0.0377 0.0422 0.0471 0.0478 0.0530 


Other Variables Included in the Model 


First Dollar Effects no no no no yes 
Age and Age Squared yes yes yes yes yes 
Province of Residence no yes yes yes yes 
Neighbourhood Characteristics no no yes yes yes 
Family Structure no no no yes yes 


Note: Table entries report the least squares regression coefficients using the income levels of sons and daughters (expressed in 
constant 1986 dollars) as the dependent variable. Results in column [5] are taken from tables 5.3 and 5.4. 
Boldface indicates significance at 0.05, Boldface and shading indicates significance at 0.01. The underlying standard 
errors are derived using White’s heteroscedastic consistent covariance matrix estimator. 


interpretation of the UI coefficients is that the first employers value and are willing to pay for, 
dollar effects capture the intergenerational trans- such as skills, diligence, honesty, good 
mission of occupations. health, and reliability, also improve children’s 
life chances, independent of their effect on 
Mayer (1997) argues that the role of income parents’ income. Children of parents with 
in determining the outcomes of children has been these attributes do well even when their 
overstated, and that more than money matters. parents do not have much income. (Mayer 
Summarizing the thesis of her book she states: 1997, p.2). 
In most cases, additional parental income She goes on to argue that some sources of 
does improve children’s chances for income are less strongly correlated with unob- 
success. But parental income is not as served parental characteristics than others, and 
important to children’s outcomes as many the coefficient estimates on these offer a less 
social scientists have thought. This is biased estimate of the influence of income. In 
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meaning all non-labour market income net of 
government transfers—may be interpreted in this 
way. Her definition of other income is closest to 
the combination of what we have called asset 
income, Family Allowance, and other income. 
(Family Allowance is included in this list because, 
in spite of it being a government transfer, it was 
a universal program and therefore not related to 
unobserved individual characteristics in the way 
that Income Assistance or UI may be.) In fact, 
our results reveal that asset and other income 
have the weakest correlations with the depend- 
ent variables. This would suggest, if Mayer’s ar- 
gument is correct and if our use of first-dollar 
effects is an imperfect control for unobservables, 
that the influence of earnings and self-employ- 
ment income on the son’s earnings is overstated 
in the least squares regression by a factor of two 
to three.’ Furthermore, if we interpret the differ- 
ence in the coefficients between sons and daugh- 
ters as being due to role model influences (an 
important unobservable), then the father-daugh- 
ter relationship is more likely to lead to less bi- 
ased estimates. These arguments would imply 
that the most accurate estimate of the influence 
of parental income on childhood attainment is 
about a $30 to $50 increase in the child’s income 
for every $1,000 increase in the father’s. 


At the same time, however, it should be 
noted that our results may be biased in the op- 
posite direction (that is they may be an under- 
statement) because we measure parental income 
in a single year as opposed to averaging over 
several years. Transitory income fluctuations 
imply that single year measures are more likely 
to be imperfect measures of permanent income 
and to therefore understate the correlation be- 
tween parent-child incomes. Our decision to use 
single year data from 1982 was based upon the 
fact that this was the earliest year in which some 
family characteristics were available. In particu- 
lar, the number of siblings is not available before 
this year and the absence of this variable leads 
(as Table 5.5 illustrates) to a severe bias in the 
coefficient associated with income from Family 
Allowance. In order to examine the extent of the 
bias associated with this kind of measurement 
error, we re-estimated our models using aver- 
ages of the father’s income and its components 
between 1978 to 1982.'* For sons the coefficients 
associated with earnings and self-employment 
are respectively about 70% and 63% higher; for 
daughters they are about 90% and 45% higher. 
However, the coefficient associated with asset 
income is only 9.7% higher for sons and actually 
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13% lower for daughters. Basing our conclusions 
on the coefficients on asset income in the 
original models is not, therefore, totally inappro- 
priate. 


The implication is that first dollar effects are 
much more influential than additional dollar ef- 
fects. For example, suppose that $50 per $1,000 
of father’s income is the correct estimate, then 
on average (that is using the least squares find- 
ings) a father’s income would have to be $23,144 
higher to compensate his son for the fact that he 
(the father) was not self-employed, $28,838 
higher to compensate for the fact that he collected 
Ul, and $62,138 higher to compensate for the 
fact that he reported no asset income. The cor- 
responding figures for daughters are $17,000, 
$17,008, and $53,960. The underlying charac- 
teristics associated with these first dollar effects, 
whatever they may be, are major influences on 
the attainments of children. Even if we assumed 
that the true value was as high as $100 per 
$1,000 this general conclusion would be the 
same 


The results associated with neighbourhood 
characteristics and family structure raise a re- 
lated issue associated with the variables that 
should be included in our models. It is difficult to 
establish the causal mechanisms at work with 
the models we have estimated because some of 
the regressors may in fact be inter-related. The 
clearest examples of this are the neighbourhood 
characteristics. They are treated as exogenous 
in our model, but may well reflect choices by the 
parents: choices that are in turn based upon their 
incomes, their motivation, or their ability or de- 
sire to invest in the future prospects of their chil- 
dren. The interpretation of the controls for the 
number of moves is, as mentioned in Section 5.1, 
also subject to this limitation. Coleman’s use of 
the concept of social capital certainly offers a 
theory for the interpretation of these effects, but 
it is possible that this variable is not exogenous, 
and is not accurately modelled in the single equa- 
tion framework we have assumed. To cite one of 
several possibilities, lower income individuals 
may, for example, be those renting their homes, 
and renters may move more often. (Similar types 
of arguments can be made with respect to family 
structure. For example, see Manski et al., 1992.) 
However, the exclusion of neighbourhood and 
family structure variables from the estimating 
equation does not change the estimates obtained 
for the first dollar effects nor the additional dollar 
effects.'* 
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5. Conclusion 


The process determining the ultimate labour 
market success of children is complex and multi- 
faceted and no doubt involves the family, the com- 
munity, and the state. Certainly money matters 
for a child’s prospects. Children from higher in- 
come households tend to do better as adults — 
sometimes much better—than children from 
lower income households. At the same time, how- 
ever, factors other than money are also most 
surely at work. Indeed, it is easy to overstate the 
influence of money because a lot of other influ- 
ences determine both the prospects of children 
and the income their parents earn. Parental in- 
come may reflect these other factors rather than 
play an independent causal role. 


This, in fact, is the major theme of our re- 
search. One way to develop a sense of the inde- 
pendent role of money in determining the adult 
prospects of children is to examine the composi- 
tion of income. If only money matters then a dol- 
lar from earnings, a dollar from self-employment, 
a dollar from assets, a dollar from government 
transfers, or a dollar from any other sources 
should all have the same impact on the ultimate 
labour market success of children. We find that 
this is not so. Our major result is that factors as- 
sociated with the type of income fathers report— 
factors unobservable to us as analysts but 
presumably of value in the labour market—are 
major influences on the market income prospects 
of children. In particular, we find that the pres- 
ence (as opposed to the amount) of asset income 
is very strongly correlated with the market in- 
comes children will eventually earn as young 
adults. We also find that the presence of certain 
government transfers has a negative or neutral 
correlation with the adult earnings of children. 


In general, our best estimate of the inde- 
pendent-effect of money income suggests that 
for every $1,000 increase in the father’s income 
a child’s income as an adult will be $50 higher. 
This implies that someone raised by a father 
whose income was at the top 10% of the income 
distribution (about $62,000 using constant 1986 
dollars) would earn $2,350 more than someone 
raised by a father whose income was at the bot- 
tom 10% of the income distribution (about 
$15,000). In comparison, having a father who 
reported asset income is equivalent, all other 
things equal, to $50,000 to $60,000 more in earn- 
ings. But parents influence the prospects of their 
children not just by virtue of the money they earn; 
they also act as role models. We find that the 
role model effect is about as large as the pure 
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income effect. For example, following the exist- 
ing literature we hypothesize that parents of the 
same gender as the child will be stronger role 
models: fathers having a greater influence on 
sons, and mothers a greater influence on 
daughters. We find that for every $1,000 increase 
in a father’s income the income of his daughter 
rises by about $50, but for every $1,000 increase 
in the income of other family members (the 
mother and any siblings) the daughter’s income 
will be about $80 higher. The case for sons, how- 
ever, is not as clear: income from the father and 
from other family members has about the same 
impact on their adult income. 


The future prospects of children, however, 
also have a community dimension. Teenagers 
raised in higher income neighbourhoods tend to 
be more successful, and teenagers whose fa- 
ther did not move also tend to have a signifcant 
advantage over those whose father moved more 
than once. This being said it is, nonetheless, dif- 
ficult to establish an accurate estimate of the in- 
fluence of neighbourhoods on children. 
Neighbourhood and mobility decisions may be 
influenced by unobserved characteristics that are 
also important influences for the prospects of 
children, and residential choices may be a re- 
flection of these underlying causal factors, rather 
than independent influences. 


This, however, returns us to our principal 
theme and underscores the complex nature of 
the process determining the ultimate labour mar- 
ket experiences of children. If a policy geared 
toward transferring more income to children is to 
be evaluated in terms of its long-term impact on 
their self-sufficiency in the labour market, then it 
should be understood that this process is com- 
plex and that while it is influenced by the eco- 
nomic resources available to the parents, other 
factors play a role—quite possibly a central role. 


Appendix 


We link the income tax records of fathers and 
their children by using the T1 Family File (T1FF), 
a dataset of T1 records that has been processed 
by Statistics Canada in a way that matches mem- 
bers of each tax filer’s family. (T1 forms are the 
main annual tax returns filed by individuals in 
Canada, and the T1FF incorporates the universe 
of tax filers.) A variety of matching strategies is 
employed to identify family members, and impu- 
tation processes are used to add non-tax filing 
members of the family and to complete missing 
information. Couples (including spouses and 


common-law couples) are linked using SIN codes 
and spousal SIN codes when indicated on the 
T1, as well as name and address information. 
Children are matched to their parents using name 
and address fields. Harris and Lucaciu (1994) 
offer more detail on the construction of the T1FF. 


Father-child pairs are drawn from the T1FF 
for 1982. Only non-imputed fathers and children 
are retained. (The father may not be the biologi- 
cal father, but rather should be thought of as the 
male household head.) Children are restricted to 
having been born between 1963 and 1966. Three 
classes of children are excluded: [1] those chil- 
dren not filing an income tax return while still at 
home; [2] those who filed a tax return and were 
linked to a family that had no father; and [3] those 
who filed a tax return but were not linked to a 
family. Using these father-child pairs of SINS we 
obtain income information from the fathers’ 1982 
T1 forms, and the children’s 1994 T1. 


Since data collected for taxation purposes 
changes from year to year with tax law and ad- 
ministrative need, it is necessary to deal with 
those changes that may affect the comparability 
of father and child incomes over the period we 
are studying. The most important of these in- 
volves the fact that fathers were able to take ad- 
vantage of Employment Expense Deductions that 
were not available to their adult children a dec- 
ade or so later. We correct fathers’ income for 
this. Other changes influenced the comparabil- 
ity of capital gains and dividend income. A 
capital gain or loss occurs when there is a dis- 
pensation of capital property. A fraction of capital 
gains is taxed as income. In 1982, one-half of 
net capital gains was taxable, while in 1994 three- 
quarters were taxable. The taxable portion of 
capital gains appears on the T1 file. We re- 
adjust these figures to reflect the full net capital 
gain. Finally, dividends from some Canadian cor- 
porations are subject to a “gross up” factor. In 
1982, dividends received from Canadian corpo- 
rations dealt with at arms length were multiplied 
by a factor of 1.5 (a 50% gross up factor) to 
obtain the taxable amount of the dividend. On 
the T1 file, the amount of dividends subject to 
this gross up factor is not separable from the rest 
of Canadian dividends. By 1994, dividends from 
all Canadian corporations were taxable subject 
to a gross up factor of 25%. Since we cannot 
treat this variable consistently over time we do 
not attempt to “gross down” dividends. 


Two measures of income are created. The 
first is before tax “Total Market Income.” This 
includes Income from Earnings, Allowable 
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Expenses from Earnings, Income from Self- 
Employment, Income from Assets, and Other In- 
come. The second measure is “Total Income,” 
defined as Total Market Income plus any taxable 
government transfers. One major drawback of 
this measure, however, is the absence of infor- 
mation on Income Assistance for the fathers, 
which is non-taxable and hence not reported. 
Worker’s compensation payments also fall into 
this category. Income Assistance is, however, 
available for the sons in 1994. The introduction 
of the Goods and Services Tax (GST) credits in 
1992 raised the likelihood that an income tax 
return would be filed by low income individuals, 
and as a part of this Income Assistance benefits 
began to be captured in a significant way. (Appli- 
cants for the GST credit are required to claim 
Income Assistance benefits.) The other source 
of income from government transfers is Family 
Allowance. This was a universal program run by 
the federal government that provided monthly fi- 
nancial assistance to parents or guardians of 
dependent children. A parent or guardian who 
wholly or substantially maintained a dependent 
child (one with no taxable income) under the age 
of 18 received Family Allowance benefits. Prov- 
inces were permitted to vary the amount of ben- 
efits based on the age and or number of children 
in the family as long as the minimum payment 
was not less than 60% of regular benefits and 
the average payment was equal to the federal 
payment. In 1982, Family Allowance benefits had 
to be reported as income by the person who 
claimed a personal exemption for the child, usu- 
ally the individual with higher income. If no per- 
sonal exemption was claimed, then payments 
were judged to be the income of the cheque 
recipient, usually the mother. Optionally, income 
from family allowance could be split between two 
spouses. 


All income information is measured in 1986 
dollars, using the country wide Consumer Price 
Index as the deflator. In the regression analysis 
the father’s income components are measured 
in thousands of dollars, and the ages of fathers 
and children are measured in years as deviations 
from sample means. 


A “neighbourhood” is defined on the basis 
of the Forward Sortation Area (FSA), the first 
three digits of the Postal Code. (An alternative 
would be to draw this sort of information from 
the Census of Population for 1981 and link it to 
our sample. This is an avenue for our future work 
because of the need to associate Census Tract 
information to postal codes or some derivative 
of them.) We use all the income tax records filed 
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by Canadians in 1982 to derive a host of neigh- 
bourhood characteristics. This is the first year in 
which the appearance of postal codes on the in- 
come tax forms becomes almost universal: 
between 1978 and 1981 about 10% of income 
tax returns did not have a postal code; in 1982 
this fell to only 1%. We did derive neighbourhood 
information averaged over the 1978-82 period, 
and in fact this was not much different (globally) 
than the version relying solely on 1982 data. As 
such the neighbourhood characteristics ascribed 
to the father-son pair in our sample are those for 
1982. The neighbourhood variables we derive are 
the median income in the FSA, the standard de- 
viation of the income, the fraction of income tax 
filers receiving self-employment income, and the 
fraction reporting UI benefits. We also derived 
and experimented with the following variables: 
the fraction of filers with income below 50 per- 
cent of the median Canadian income; the frac- 
tion with income above 50 percent of the 
Canadian median; and total Ul benefits as a frac- 
tion of total earnings in the FSA. 


As mentioned in the text, we derive a meas- 
ure of “Social Capital” by relying on Coleman’s 
idea that it can be proxied (inversely) by the 
number of moves the child has experienced. The 
number of moves the father made between 1978 
and 1982 is determined by comparing postal 
codes on successive income tax returns filed 
between these years. In the event that the postal 
code was missing for one or more years between 
1978 and 1982 we assumed that no move took 
place in that year. As such only observed moves 
are counted. It is possible that this slightly un- 
derstates the number of individuals moving more 
than once. This affected about 13% of our sam- 
ple, that is to say 87% had complete postal code 
information. 


We use the language in which the income 
tax return was filed to derive an indicator of 
whether the return was filed in the majority lan- 
guage in the province of residence or not. Obvi- 
ously many individuals speak neither official 
language and may have their income tax return 
completed for them by someone else. This vari- 
able, therefore, should not be interpreted as the 
language spoken in the home. The T1FF also 
contains an indicator of the number of children 
in the household and the total family income. One 
might think it possible to derive a measure of the 
number of years of post-secondary education 
undertaken by the child from information on the 
tuition deduction. In fact, it is very difficult to do 
this reliably and ascribe it to a particular individual 
because the father (or for that matter the mother, 
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spouse, spouse’s father, spouse’s mother, and 
even the grandparents) may claim these deduc- 
tions, and he may do so for any one of his chil- 
dren attending a post-secondary institution. 
Further, such deductions are permitted for a wide 
variety of training/educational institutions, not just 
community colleges or universities. 


The sample was restricted in two ways for 
the purpose of the regression analysis. First, we 
consider only those individuals whose father lived 
in an “urban” community in 1982. Urban is de- 
fined on the basis of the second digit of the FSA. 
When zero this relates to a rural area that is of- 
ten very broad geographically. While an analysis 
of these areas is important, it is unlikely that they 
correspond to what we might call for analytical 
purposes a “neighbourhood.” We also deleted all 
communities with less than 25 tax filers, so that 
the neighbourhoods captured in our sample vary 
in size from 25 filers to 33,026. (We did perform 
our regressions using the “rural” data set and a 
data set containing both urban and rural. These 
“rural” neighbourhoods vary in size from 155 to 
74,972. We also excluded the observations in our 
sample from the HOM Forward Sortation Area (St. 
Regis), because of concerns over some of the 
income information. The complete results are 
available from the authors.) 


Second, in preliminary analyses we noticed 
that some individuals reported very large nega- 
tive values for asset and self-employment in- 
come. These were often offset by very large 
positive values of another income source, sug- 
gesting that the composition of income was be- 
ing influenced by tax concerns. We remove only 
influential observations with negative self- 
employment or asset income. Following Belsley, 
Kuhn, and Welsch (1980), if X is the matrix con- 
taining all observations on the regressors, we 
compute a leverage value h,=x,(X’X)x, for each 
observation and define an influential observation 
as one for which h, > 2K/N, where K is the number 
of regressors and N is the sample size. This has 
the indirect effect of removing a number of ob- 
servations with large positive amounts of other 
income sources. In the case of sons 1,435 ob- 
servations were deleted from 159,996; for daugh- 
ters 1,117 from 127,890. The results associated 
with the full sample are available from the au- 
thors. 


The complete sets of descriptive statistics 
associated with the variables used in the multi- 
variate regression analysis are presented in Ta- 
ble 5A.1 for sons, and in Table 5A.2 for daughters. 
The decile transition matrices relating the sons’ 


Child’s Total Income 
(1994) 

Child’s Total Market 
Income (1994) 

First Dollar Effects 
Earnings 
Self-Employment Income 
Asset Income 
Unemployment Insurance 
Family Allowance 
Other Income 

Additional Dollar Effects 
Father’s Total Income 

(1982) 
Earnings 
Self-Employment Income 
Asset Income 
Unemployment Insurance 
Family Allowance 
Other Income 

Neighbourhood Effects 
Median Income 
Standard Deviation 


Fraction of Self-Employed 


Fraction of UI Recipients 

Moved Once 

Moved Twice 

Moved Three Times 
Province 

Newfoundland 

Nova Scotia 

Prince Edward Island 

New Brunswick 

Quebec 

Ontario 

Manitoba 

Saskatchewan 

Alberta 

British Columbia 

Yukon and Northwest 

Territories 

Individual/Family 

Characteristics 

Majority Language 

Number of Children 

Rest-of-Family Income 

Married, Wife Worked 

Single 

Common-Law 

Father’s Age 

Child’s Age 


Average 


27,416 


26,626 


0.90 
0.14 
0.74 
0.16 
0.75 
0.32 


39,273 
30,999 
1,866 
3,932 
492 
461 
1,524 


18,908 
25,011 
TSTAEE 
20.10 
0.17 
0.04 
0.01 


0.01 
0.03 
0.00 
0.02 
0.22 
0.42 
0.05 
0.04 
0.10 
0.11 


0.00 


0.96 
2.66 
18,334 
0.83 
0.03 
0.01 
47 

30 


Descriptive Statistics: Sons 


Standard 
Deviation 


26,303 


26,640 


47,641 
30,890 
11,892 
29,823 
1,549 
482 
7,740 


2,866 
23,349 
3.08 
6.73 


6.34 
0.94 


Table 5A.1 


Minimum 


-361,424 


-361,424 


-103,617 
0 
-72,114 
-138,690 
0 

0 
-27,373 


9,887 
9,761 
0 
4 


1 
-86,267 


28 
28 


10" 


Number of Observations = 158,561 


6,842 


4,926 


15,123 


(aNtey (oP ay Koy 


15,308 
14,151 
5 

12 


39 
29 


a5th 


15,995 


14,234 


5,075 


42 
29 


Percentile 


50th 


25,611 


25,094 


33,807 
29,723 
0 

416 


2 
14,800 


46 
30 
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Thee 90"" Maximum 
34,920 44,509 2,805,413 
34,724 44,402 2,805,413 
45,429 61,521 6,255,197 
40,300 52,839 4,491,201 

0 124 730,464 
1,882 7,037 5,094,263 
0 1,421 12,056 

771 1,145 S53 

459 3,239 960,416 
20,588 22,460 42,939 
25,565 36,411 479,435 

9 11 33 

25 29 47 

3 4 14 
25,917 39,272 3,263,450 
51 55 72 
31 31 31 


Chapter 5, How to Get Ahead in Life 


86 


Table 5A.2 
Descriptive Statistics: Daughters 


nn UU UUE EEE EIIEEI SEES 
Average Standard Percentile 


Deviation Minimum 10% Pou 50" 752 90" Maximum 
Neen ———————————SSSS eee 


Number of Observations = 126,773 


Child’s Total Income 


(1994) 18,861 16,690 -79,825 567 7,930 18,016 26,501 34,754 875,209 
Child’s Total Market 

Income in 1994 17,856 16,882 -79,;825 154 6,091 16,660 25,784 34,392 875,209 
First Dollar Effects 

Earnings 0.90 

Self-Employment Income 0.15 

Asset Income 0.76 

Unemployment Insurance 0.15 

Family Allowance OMS 

Other Income 0.32 


Additional Dollar Effects 
Father’s Total Income 


(1982) 39,597 46,711 -106,405 15,334 24,763 34,191 45,921 62,275 5,029,906 
Earnings SilLOdv 30,452 0 0 18,524 30,029 40,628 53,315 3,887,265 
Self-Employment Income 2,050 12,892 -141,826 0 0 0 0 427 600,085 
Asset Income 3,998 30,498 -220,820 0 0 467 1,981 7,066 4,808,750 
Unemployment Insurance 466 UW a18) 0 0 0 0 0 1,254 12,194 
Family Allowance 453 479 0 0 1 385 THA 1,124 Shai kere} 
Other Income iarAe} 7,290 -289 0) 0) 0 466 3,441 604,142 

Neighbourhood Effects 
Median Income 18,962 2,852 9,884 15,460 16,977 18,856 20,692 22,464 42,939 
Standard Deviation 25,252 22,863 9,423 14,165 16,405 19,698 25,960 36,704 479,435 
Fraction of Self-Employed Weal, 3.05 1 5 6 if 9 11 33 
Fraction of UI Recipients 19.78 6.64 4 12 15 19 24 28 47 
Moved Once 0.16 
Moved Twice 0.04 
Moved Three Times 0.01 
Province 
Newfoundland 0.01 
Nova Scotia 0.03 
Prince Edward Island 0.00 
New Brunswick 0.02 
Quebec 0.20 
Ontario 0.43 
Manitoba 0.05 
Saskatchewan 0.04 
Alberta 0.10 
British Columbia 0.11 
Yukon and Northwest 
Territories 0.00 
Individual/Family 
Characteristics 
Majority Language 0.96 
Number of Children 2.69 1.26 1 1 2 3 3 4 15 
Rest-of-Family Income 19,063 20,264 -59,423 0 6,068 eeyAuly/ 26,841 40,389 1,536,952 
Married, Wife Worked 0.84 
Single 0.02 
Common-Law 0.01 
Father's Age 47 6.35 28 39 42 46 51 56 72 
Child’s Age 30 0.92 28 29 30 30 31 31 31 
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Table 5A.3 
Decile Transition Matrices for Sons and Daughters 


Son’s Total Market Income Decile 


Bottom 2 3 4 5 6 Uf 8 9 Top 
Bottom 14.5 13.6 12.7 11.3 10.2 9.1 8.4 7.4 6.8 6.0 
2 12.4 12.3 11.9 12.3 11.0 9.9 8.7 8.6 7.0 RE) 
3 11.4 eZ 11.3 es hia 10.4 9'5 8.7 8.3 6a7, 
Father’s 4 10.7 10.1 10.5 10.9 11.0 10.9 10.6 9.7 8.4 WE 
Total 5 9.8 9.5 10.1 10.5 11.0 lite 10.6 10.0 9/5 7.8 
Income 6 9.3 9.7 9:9 5 10.0 10.5 Whe 10.4 10.5 9.0 
Decile 7 9.0 8.9 9.1 9.8 9.8 10.3 10.8 ie Wales 9.6 
8 8.4 8.3 8.6 8.5 9:5 10.4 10.5 niles 12.8 ies 
e) oll 8.6 8.2 8.4 8.8 9.2 10.3 11.8 12.8 14.2 
Top 6.9 7.8 Ue 7.4 7.4 8.1 9.5 OR 1225 22.1 

Daughter’s Total Market Income Decile 
Bottom 2 3 4 5 6 7 8 9 Top 
Bottom 13.6 11.4 11.6 Whe 11.0 9.7 9.1 8.5 Holl 6.4 
2 at 10.9 10.6 10.9 10.7 11-3 10.2 8.7 8.5 6.2 
3 11.6 10.4 10.7 10.8 10.8 10.8 10.4 9.6 8.3 6.7 
Father’s 4 10.6 10.3 10.0 10.7 10.8 10.8 10.0 10.4 9.0 7.4 
Total 5 10.5 10.2 10.4 9.9 10.3 10.3 10.7 10.4 9:5 7.6 
Income 6 9.7 9.7 10:3 10.2 10.0 VOA 10.5 10.7 10.3 8.5 
Decile 7 9.5 10.2 9.8 10.0 9.8 9.6 10.0 10.8 10.2 10.1 
8 8.7 9:7 9.6 9/2 9.1 9.9 9:9 10.7 wey ines 
9 7.4 8.9 8.8 9.0 9.4 9.5 9.8 10.2 12.4 14.5 
Top 6.2 8.3 8.2 8.4 8.0 8.0 9.3 10.0 WAS 21.1 


Note: Incomes have been age adjusted as described in the appendix. 
Source: Calculations by authors from Canadian administrative data, Statistics Canada. 


market income to the fathers’ total income are 
presented in Table 5A.3. The data used in these 
tables are corrected for age differences between 
the fathers and the children by using the residuals 
from the regression Y, = y, + y,Age,+ y,Age?, 
where i represents either a father or a child, and 
where Y is the 1994 level of total market income 
for the child, and the 1982 level of total income 
for the father. All income measures are expressed 
in 1986 dollars. 


Notes 


Earlier versions of this paper were presented to 
seminars at Statistics Canada, the University of 
Goteborg, and Stockholm University, as well as 
to the 1997 meetings of the American Sociologi- 
cal Association, the 1997 meetings of the Soci- 
ety for the Advancement of Socio-Economics, 
and the “Intergenerational Equity in Canada” con- 
ference held at Statistics Canada in February, 
1997. We would like to thank Ronald Brieger, 
Nicole Fortin, John Myles, and David Zimmerman 


for helpful comments, while at the same time not- 
ing that the responsibility for the contents of the 
paper remain solely with the authors, and in par- 
ticular should not be attributed to Statistics 
Canada. 


' Measuring Y as the natural logarithm of income 
Corak and Heisz (1995, 1998) and Fortin and 
Lefebvre (chapter 4) obtain a correlation of 0.2. 
Solon (1992) and Zimmerman (1992) suggest 
that this correlation could be as high as 0.4 or 
even 0.5 in the United States, although this 
has come under some question. See Shea 
(1996), and Couch and Dunne (1997). 


Brooks-Gunn, Duncan, Kato Klebanov, and 
Sealand (1993), Corcoran, Gordon, Laren and 
Solon (1992), Cooper, Durlauf, Johnson (1993) 
and Wilson (1996, 1987) are only a few exam- 
ples of a long literature in the United States. 


Le] 


wo 


Coleman also suggests that the number of sib- 
lings is an indication of the amount of social 
capital available to a child within the family. 
Here he is referring essentially to the amount 
of time parents have to spend with a child. Ina 
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similar vein a household in which both parents 
work or which is headed by a single parent will 
be characterized by less social capital. This 
suggests that the labour market outcomes of 
children will be negatively associated with the 
number of children, and with single parenthood 
or a dual-earner household. These predictions, 
however, are also consistent with Becker’s 
model. 


The Family Allowance was a universal 
demogrant based upon the number of children. 
It was paid to the mother, but had to be re- 
ported for income tax purposes by the 
individual in the family with the highest income. 
During our period of analysis the Family Al- 
lowance amounted to about $300 per year per 
child (in 1986 dollars). It was replaced by the 
Child Tax Credit in 1993. “Other income” is a 
catch all that includes, among other things, 
private pension income, alimony payments, 
RRSP income, income from a limited partner- 
ship or any other type of taxable income not 
reported elsewhere. 


These data are adjusted for age differences 
between the child and parent, and are based 
upon the total market income of the child and 
the total income of the father. See the appen- 
dix for more details. 


The standard errors associated with the least 
squares results are robust to heteroscedasti- 
city, being based on White’s heteroscedastic 
covariance matrix estimator. The standard 
errors of the quantile regressions are obtained 
by a bootstrap using 20 replications, the 10" 
and 90" quantiles being estimated jointly. 


It should be underscored that what is being 
measured by this indicator variable is whether 
or not the mother filed an income tax return, 
not simply whether or not she worked, and 
certainly not the amount of income she con- 
tributed to the family. (This latter influence 
would be captured by the family income vari- 
able.) That being said it should also be noted 
that the mothers likely file if their income is 
above the taxable threshold. As such this vari- 
able indicates more than just a passing 
attachment to the labour market. 


To be classified as “common-law” the individual 
could not have had the same last name as the 
women, and must have been within 15 years 
of her age (Harris and Lucaciu 1994). 


For example, a test of the null hypothesis that 
they be excluded from the least squares mod- 
els can be strongly rejected: F(6, 158521)=82 
for men, and F(6, 126743)=118 for women. 
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The F-statistics for sons and daughters are, 
respectively F(5, 158521)=57.7 and F(5, 
126733)=16.1, the critical value at 0.01 is 3.02. 


Recall, however, that in Table 5.3 the coeffi- 
cient estimate for self-employment income 
from quantile regression at the median is 48.6, 
substantially below the least squares result. 


The indicators for the first dollar effects were 
defined as taking a value of one if income from 
a particular source was received in any one 
year between 1978 and 1982. We estimated 
each of the models in Table 5.5. When used 
the number of siblings was set to the 1982 
value. 


These results are available from the authors. 
The sole exception is the impact of the number 
of siblings on the Family Allowance variable. 
As mentioned, this is due to the fact that the 
Family Allowance was not measured on a per 
child basis. 
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Chapter 6 


The Impact of Family Disruption in Childhood on 
Demographic Outcomes in Young Adulthood 


CétiNE LE Bourpais AND NicoLe Marci_-GRATTON 


“Intergenerational Equity” has at its core the no- 
tion of an equilibrium in the economic contribu- 
tions made by a given generation to preceding 
or subsequent generations. However, the trans- 
mission of economic well-being may well be 
mediated by the transfer of social characteris- 
tics and behaviour from one generation to the 
next. Family life trajectories clearly fall into this 
pattern, and the way in which the cycle of pov- 
erty is reproduced in adult life is an important 
example. The reproduction of poverty may very 
well result from the social behaviour of children 
as they attain adulthood and become parents. 
Consequently, we focus in this chapter on the 
impact that family life disruption has on the tran- 
sition to family life in adulthood for the first gen- 
erations of Canadian children experiencing 
parental divorce in significant proportions. 


Divorce, particularly since the legislative 
changes introduced in 1968, has become a fact 
of life for a growing number of Canadian fami- 
lies. In fact, if today’s conditions were to persist, 
about 40% of all marriages will end in divorce 
(Dumas and Péron 1992). Marriage seems in it- 
self to have become less popular. The majority 
of young Canadians now start their conjugal life 
by cohabitation (Le Bourdais and Marcil-Gratton 
1996). Cohabitation remains a less stable envi- 
ronment than marriage, and studies have shown 
that children born to cohabiting parents are more 
likely to experience parental disruption during 
their childhood (Marcil-Gratton 1993). Is cohabi- 
tation likely to remain primarily a form of trial 
marriage, One in which young people test their 
compatibility before entering into a long-term 
commitment? Or is it becoming a more perma- 
nent choice for couples to start a family? The 
answer differs from one corner of the country to 
the other. For example, in Quebec statistics for 
1994 show that almost half (48.5%) of all births 
are to unwed mothers (Duchesne 1996). In the 
vast majority of cases these babies are in fact 
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born to cohabiting couples. Thus, the frequency 
of divorce may not give a complete picture of the 
impact of family disruption among the genera- 
tions of children born in the 1990's; their story is 
still to be told. 


Examining the trajectories of the first gen- 
erations of children who have experienced pa- 
rental divorce or separation during childhood may 
nonetheless shed some light on their future. We 
find that family instability during childhood ap- 
pears to be associated with the way in which 
children start their life as couples and parents. 
More precisely, parental separation or divorce 
tends to be positively related to the likelihood that 
offspring will experience cohabitation while de- 
creasing the chances of directly marrying. It also 
tends to be related to early, pre-union or premari- 
tal childbearing among young women, and to in- 
creases in the risk of union dissolution, at least 
for married men. 


1. Emerging Issues 


Now that the “children of divorce” are reaching 
the age of forming couples and having children, 
do their conjugal and parental lives differ from 
those of children whose family environment has 
remained stable throughout their childhood and 
adolescence? Without necessarily establishing 
a direct causal link between family disruption in 
childhood and attitudes and behaviour towards 
family life, can we at least observe significant 
associations between these two sets of vari- 
ables? 


For quite a long time, these questions have 
been at the core of many studies conducted in 
the field of psychology and behavioral sciences 
(Wallerstein 1991). These studies, which were 
mostly based upon clinical observations, aimed 
first at measuring immediate consequences of 
instability on child development (such as the 
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impact of family disruption on self-esteem, or on 
social adjustment and educational attainment), 
but as time passed their focus shifted towards 
longer-term effects. 


In the social sciences, and particularly in 
demography, the interest in studying the impact 
of parental separation on children is far more 
recent. Except perhaps for British researchers, 
who began exploring this question with the 1958 
cohort longitudinal follow-up surveys known as 
the National Child Development Study, it was not 
until the beginnings of the 1980s before sociolo- 
gists and demographers started analyzing this 
process among representative samples of chil- 
dren. 


Blau and Duncan (1967) introduced the no- 
tion of the transmission of social characteristics 
across generations by showing how children 
whose parents had a low score on a SOcio- 
economic scale tended to reproduce the same 
pattern of achievement and to attain a similar 
status level. Following the same kind of approach, 
McLanahan (1985) showed that the reproduction 
of poverty across generations could clearly be 
associated with the experience of children living 
in a single-parent family headed by the mother. 
In so doing she was one of the first researchers 
to directly link socio-economic attainment with 
family life indicators. 


During the mid-1980s new demographic 
variables were introduced into the analysis, par- 
ticularly in the United States where richer data 
were available. McLanahan and Bumpass (1988) 
and Thornton (1991) studied the links between 
the family life courses of parents and the way in 
which their children started their own life as cou- 
ples and parents. 


Research bloomed during the 1990s. 
Furstenberg, Hoffman and Shresta (1995), 
Cherlin, Kiernan and Chase-Landale (1995), 
Axinn and Thornton (1996), and more specifically 
Amato (1996) all developed ingenuous ways of 
extending the analysis. Although adequate data 
is still lacking in quite a few instances, there is 
now mounting evidence that parental divorce (or 
separation) is associated not only with an in- 
creased risk of offspring divorce, but also with 
several other types of behaviour. 


More specifically, recent research shows that 
children who have experienced parental separa- 
tion/divorce: 


[1] tend to leave home earlier and to do so for 
more negative reasons, such as conflict and 
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friction, than do those whose parents have 
stayed together (Goldscheider and 
Goldscheider 1989, Kiernan 1992, Cherlin 
et al. 1995, Mitchell et al. 1989, Young 1987) 


[2] engage in earlier and more frequent premari- 
tal sexual activity (Thornton and Camburn 
1987, McLanahan and Bumpass 1988, 
Gabardi and Rosén 1992) 


[3] are more likely to first cohabit rather than 
marry (Kiernan 1992, Cherlin et al. 1995, 
Thornton 1991, Furstenberg and Teitler 
1994) 


[4] if they do marry, girls with separated/divorced 
parents tend to do so earlier than others 
(Mueller and Pope 1977, Glenn and Kramer 
1987), and early marriage also appears to 
be associated with the remarriage of the girl’s 
parents (Goldscheider and Goldscheider 
1989, Kiernan 1992, Thornton 1991, Keith 
and Findlay 1988) and has been shown to 
be linked to mothers marrying young and 
being pregnant at marriage 


[5] whether or not girls replicate their own moth- 
er’s behaviour, they tend to have their first 
child earlier and more often out-of-wedlock 
than those whose parents stayed together 


[6] finally, youth with divorced/separated par- 
ents eventually face greater risks of conju- 
gal break-up than those from stable families, 
and experience a shorter union duration 
(Gee 1992, McLanahan and Bumpass 1988, 
Keith and Findlay 1988, Webster et al. 1995). 


Various explanations have been advanced 
to account for the way in which the inter- 
generational transfer of conjugal and parental 
behaviour operates, one of them focusing upon 
a socio-economic perspective. Most observers 
agree that socio-economic attainment has an 
overall effect on the transmission of family be- 
haviour. For example, since single mothers and 
their children often experience economic hard- 
ship, offspring from divorced families may well 
achieve less education, earn lower income and 
hold lower status jobs. As such, low-economic 
status will further be associated with marital con- 
flict and a greater risk of divorce, even though it 
is not always clear whether family history or low 
socio-economic status is the determining factor. 


Obviously, all these effects are not independ- 
ent of one another: early age at marriage is of- 
ten in itself a good predictor of marital dissolution, 
whether or not family disruption was part of the 
environment of the child. Several authors have 


thus recognized the need to introduce interme- 
diate variables to account for the transmission of 
divorce across generations. In particular, Amato 
(1993) discusses the potential impact of inter- 
parental conflict upon children’s attitudes towards 
marriage and divorce, which will in turn influence 
their family related behaviour. Amato (1996) also 
identifies the ability to develop quality intimate 
relationships, which may depend to a great ex- 
tent on the quality of the parents’ relationship and 
the model that was offered to their offspring while 
they were growing up. Amato does, however, 
recommend caution towards analyses that would 
single out only one factor as being responsible 
for the negative outcomes observed in children. 
He suggests developing a more general model, 
one that incorporates several variables that can 
be conceived as resources or stressors, minimiz- 
ing or exacerbating the potential effects of pa- 
rental divorce on child outcomes. 


Relatively few analyses of the inter- 
generational impact of parental divorce have 
been conducted in Canada in large part due toa 
lack of appropriate data, at least before the Gen- 
eral Social Survey (GSS) conducted in 1990. 
Mitchell, Wister and Burch (1989) and Gee (1992) 
have done some pioneering work in the field, with 
the former analyzing the conditions and timing 
of the process of leaving home for children ac- 
cording to their parents’ conjugal history, and the 
latter studying the impact childhood family struc- 
ture exerts on various offspring outcomes, such 
as religious observance, educational attainment, 
and socio-economic status. 


2. The Available Data 


To address the intergenerational transmission of 
family behaviour, one has to rely on survey data. 
Longitudinal surveys following children from birth 
to adulthood and taking into account all the 
events or the qualitative variables that modify 
their family environment as they grow older are 
the ideal source. These types of surveys allow 
an assessment of the influence that each of the 
factors being considered has on child behaviour 
when leaving home, starting conjugal life, and 
becoming parents. As mentioned the British Na- 
tional Child Development Study has adopted a 
longitudinal prospective, and the Canadian Na- 
tional Longitudinal Survey of Children and Youth 
is now pursuing a similar path. 


Longitudinal panel data, however, present 
one great disadvantage: they are very time con- 
suming to develop. Children must reach the age 
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of leaving home and starting their own autono- 
mous family before analysis can begin. Such an 
approach presents the risk that the data will re- 
flect the time-specific conditions in which the 
children grew up and might be out of date by the 
time the data are available for analysis. The Brit- 
ish Study more or less faces this problem with 
the 1958 cohort, for which family disruption of- 
ten meant the death of one’s parent rather than 
divorce. 


More frequently, longitudinal data are col- 
lected retrospectively, as in the case of Statistics 
Canada’s General Social Surveys. These data 
have certain limits, mainly due to the fact that 
the focus is inevitably on only one generation of 
family members. The first decision researchers 
must make is whether the respondent is to be 
considered as belonging to the parental genera- 
tion or to the offspring generation. Both the 1984 
Family History Survey (FHS) and the 1990 Gen- 
eral Social Survey (GSS) provide the respond- 
ent’s complete marital and parental histories. 
Since the 1984 FHS contains no information on 
the marital situation of the parents of respond- 
ents, the latter had to be considered as belong- 
ing to the parental generation. As no data were 
collected on the family trajectory of respondents’ 
children once they left home, analysts can only 
examine the impact of parental disruption on 
children’s age at leaving home (Mitchell et al. 
1989).' 


While the 1986 GSS cycle did not focus on 
family issues, it did collect information on whether 
or not the parents of respondents were separated 
when they were 15 years old. However, no infor- 
mation was gathered on respondents’ marital 
behaviour other than their status at time of sur- 
vey. Gee (1992) thus proceeded to analyze the 
impact that parental separation exerts on re- 
spondents’ education, income, religious observ- 
ance, socio-economic status, and “satisfaction 
with several life domains.” The most serious 
draw-back of her study is that the time lag be- 
tween the respondents’ 15" birthday and the 
survey varies greatly among respondents; the 
“outcome” variables, which all measured current 
status at the time of the survey, might thus differ 
greatly from those observed when the respond- 
ents were 15. For example, being “currently mar- 
ried” does not reveal whether the respondent was 
in the midst of a first marriage or a remarriage; 
nor does it indicate the age at which the mar- 
riage occurred. Finally, the family status at age 
15, no matter how close it was to the child’s ex- 
perience, does not reflect the family transitions 
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that the respondent might have experienced as 
a youngster. 


The 1990 GSS, the basis for our analysis, 
does not provide any better information than the 
earlier surveys as far as the family experience of 
the respondent as a child is concerned. But it 
constitutes a definite improvement in that the 
respondent’s own marital history is available, and 
that links can be established with the marital sta- 
tus of the respondent’s parents. However, the 
information concerning the parents’ family situa- 
tion is fragile and very fragmentary: all we know 
for sure is whether or not the respondent’s par- 
ents are still living together at the time of the 
survey. 


Since we have no information on the “tim- 
ing” of the parental break-up we take several pre- 
cautions to ensure the validity of our analysis. 
First, we restrict the sample to young respond- 
ents: men and women aged 15 to 34 years at 
the time of survey. These respondents are part 
of the generations who were most at risk of ex- 
periencing a parental divorce. They were born 
between 1956 and 1974, the eldest being at the 
threshold of adolescence when the 1968 Divorce 
law was passed. Further, since we cannot es- 
tablish the exact timing of the parental break-up, 
we consider it safer to retain only younger gen- 
erations for whom the parental separation hap- 
pened when they were still at home or not very 
long after; the derived variable is thus only a 
“proxy” of the timing of parental breakdown. Sec- 
ond, we take great care in trying to establish as 
accurately as possible if the respondents’ par- 
ents had truly experienced a separation and/or a 
divorce. For 5,618 respondents aged less than 
35 at the time of survey: 888 cases where at least 
one parent was dead, and 32 cases where the 
information was not sufficient to classify the par- 
ents as “living together’ are rejected; 3,823 cases 
of parents “still living together,” including 13 cases 
where one parent was institutionalized and the 
other was not living with another partner, are re- 
tained; and 875 cases are classified as “sepa- 
rated parents,” because the two were still alive 
but not living together, neither of them being in- 
stitutionalized (in 59% of cases a new partner 
was mentioned).* Further reassurance on the 
validity of our measure of parents’ separation was 
taken from the fact that the younger respondents 
in our sample (aged 15 to 24) are the ones expe- 
riencing parental disruption in greater propor- 
tions. For them, parental break-up occurred in 
large measure before adulthood. 


Statistics Canada — Catalogue No. 89-553-XPB 


3. Methodology 


We use a Series of life tables, cross-classified by 
parental marital status, to examine the timing and 
propensities of the offspring to start their life as 
couples, as parents, and to experience a marital 
dissolution. The life table method consists of cal- 
culating, for each possible parental situation, the 
probabilities of individuals experiencing a given 
family transition by age. For example, for re- 
spondents whose parents separated, the prob- 
ability of starting conjugal life by marriage at each 
age interval between ages 15 to 25 is established 
by dividing the number of young individuals who 
marry during the age interval considered by the 
number of those who are still at risk, that is those 
who have not yet married or started cohabiting 
and who are still under observation. In this case, 
cohabitation and marriage are treated as com- 
peting risks, that is as alternative ways of form- 
ing a couple. In other words, those cohabiting 
are treated as censored cases in the analysis of 
marriage and they are removed from the group 
at risk from the moment they start living with a 
partner. The life table events established at each 
age interval are then cumulated to provide the 
overall probabilities of entering into a first union 
through marriage or cohabitation from age 15 to 
25, according to the parental situation of respond- 
ents. 


Life tables are calculated separately for men 
and women, and for each of the three transitions 
studied: forming a first union, giving birth to a 
child, experiencing a union dissolution. As an 
example, Figure 6.1 presents the cumulated 
probabilities of marrying or cohabiting for young 
women who were aged between 15 to 34 at time 
of survey. A look at this figure shows that: [1] 
young women with separated parents tend to 
form a union earlier than those whose parents 
are still together at time of survey (by age 20, 
14% of young women from stable homes had 
started living with a partner through marriage or 
cohabitation versus 29% of young women whose 
parents were separated); [2] young women with 
parents still living together chose about equally 
to marry or to cohabit (roughly 30%), whereas 
those with separated parents had overwhelmingly 
chosen cohabitation over marriage as a way to 
start their conjugal life (at age 25, 54% of the 
latter had started living with a partner through 
cohabitation and only 14% through marriage). In 
data not shown, our analysis also reveals that 
young women with separated parents have a 
higher propensity to give birth at an early age 
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Figure 6.1 
Cumulated Probabilities of Marriage or Cohabitation Before the Age of 
Twenty-Five According to Parental Separation/Divorce (Women) 
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than those whose parents were still together 
(14% of the former had borne a child before 
reaching age 20, compared to 9% of the latter). 


One limitation of the life table approach is 
that it does not allow us to assess the extent to 
which the effect of parental separation on child 
behaviour is associated with or mediated through 
a series of intermediate variables. In order to do 
so, we turn to “event history analysis.” This 
method examines the timing of events (Such as 
marriage) in relation to covariates which might 
vary according to time. An “event” is defined as 
a “shift from a mutually exclusive state to another, 
and occurring at a specific and known point in 
time.” (Luke 1993: p. 205). 


Event history analysis combines two types 
of methods: [1] the life table approach, which 
measures the probabilities and timing of events; 
and [2] regression analysis, which aims at dis- 
entangling the net effects of covariates on a de- 
pendent variable. In event history analysis, the 
“hazard” rate, or the instantaneous rate of expe- 
riencing a transition from one state to another 
(for example, from living as a single to marrying) 
is being modeled. We use proportional hazards 
models to study the effect of parental separation 
on children’s adult outcomes. In these models, 
the instantaneous rate of transition is represented 
as a function of two components that can be ex- 
pressed as h(t) = h,(t)exp{BX}. The first compo- 
nent, h,(t), represents the underlying baseline 
hazard function, which varies over time but whose 


form is left unspecified; the second component 
contains the parameters (,) to be estimated and 
that measures the effects on the baseline haz- 
ard of a set of individual characteristics (x), some 


of which may change over time (Cox, 1972). 


The characteristics we use as independent 
variables are all entered into the models as 
dummy variables. The independent variables in- 
clude, in addition to the covariate measuring 
whether or not the parents of the respondents 
have separated, the age cohort of respondents 
(15 to 24 and 25 to 34), the level of education 
completed (less than high-school diploma, high- 
school diploma, some post-secondary education, 
some college education), the region of residence 
(province of Quebec versus the rest of Canada), 
and religion (practicing Catholic, non-practicing 
Catholic, practicing Protestant, non-practicing 
Protestant, other religion, no religion). All these 
characteristics are measured at the time of sur- 
vey. They might thus differ from the respondents’ 
attributes when they are at risk of entering a un- 
ion or giving birth to a child. Some individuals 
might, for instance, have pursued further educa- 
tion or have migrated from one province to an- 
other. Having no retrospective information on 
these respondents’ attributes, we are forced to 
use those measured at the time of survey. 


As mentioned, the 1990 GSS does not pro- 
vide any information concerning the family envi- 
ronment in which the child grew up. As one might 
expect these variables (family income, and 
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educational levels of parents, among others) in- 
fluence boih the likelihood of parents separating 
and the behaviour of children in young adulthood. 
Their omission from the model could lead to a 
biased estimate of the parental separation pa- 
rameter. Our results should thus be interpreted 
with this caution in mind, and further research, 
based on new data, will be needed to evaluate 
them. 


We examine different models for each out- 
come studied, first by looking only at the effect 
of the parental separation variable, and then add- 
ing one covariate at a time, in order to assess 
the way in which each of these characteristics 
affects the propensities of individuals to experi- 
ence a given transition. Only two models are re- 
ported in this chapter. The first (referred to as 
the restricted model) presents the gross effect of 
parental separation on children’s experiences, 
and the second (the full model) gives the net ef- 
fects of all covariates included in the analysis. 
The parameter estimates included in the tables 
are presented in their exponential form (exp{p}) 
and thus express the risk of a specific group as 
a proportion of the baseline risk. A coefficient of 
1 indicates that the characteristic analyzed has 
no effect, while a coefficient of 2.095, as depicted 
for example in the first column of Table 6.1, indi- 
cates that experiencing parental separation more 
than doubles the chances of a young woman 
cohabiting. 


4. Results 


Union formation before the age of 25 


The process of union formation is examined 
separately for men and women because of dif- 
ferences in behaviour and timing that have been 
observed between gender. First-unions formed 
through cohabitation are distinguished from those 
formed directly through marriage because, as we 
have shown in Figure 6.1, parents’ separation 
seems to exert an opposite effect upon the like- 
lihood of their children marrying or cohabiting. 
(Recall that when studying cohabitation, marriage 
is treated as a competing risk; in that case, indi- 
viduals who marry are no longer considered at 
risk of starting their conjugal life through cohabi- 
tation from the moment marriage occurs.) The 
separation or divorce of parents is associated 
with a doubling of the risk that children will expe- 
rience cohabitation before reaching the age of 
25 when no other covariates are taken into ac- 
count (see Panel A of Table 6.1). This relation- 
ship is more or less the same for both men and 
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women. The association of parental separation/ 
divorce with the probability children will start their 
conjugal life through cohabitation remains impor- 
tant even when other variables are taken into 
account. For example, the coefficients presented 
in Panel B of Table 6.1 show that after control- 
ling for their personal attributes women whose 
parents separated or divorced still have a 75% 
greater chance of cohabiting than those whose 
parents remained together. 


These results also reveal that the risk of 
cohabitation decreases as education increases. 
Compared to women who did not finish high- 
school (the reference category), those who re- 
ceived a high-school diploma are about 30% less 
likely to start cohabiting before age 25, and those 
who completed some university education are 
around 60% less likely to do so.* These results 
are consistent with those obtained in previous 
research. 


The chances of women cohabiting also 
appear to be related to age cohort. Women who 
were aged between 15 to 24 at the time of 
survey are more likely to first experience cohabi- 
tation than those aged 25 to 34, irrespective of 
their other characteristics. The same effect is ob- 
served for men, though the coefficient is not sig- 
nificant at the 0.05 level. Living in Quebec also 
tends to significantly increase the probability of 
cohabitation among young individuals, by 50% 
for women, and almost double for men. These 
results are related to the increase of common- 
law unions among younger cohorts, especially 
in the province of Quebec. 


Not surprisingly, the likelihood of cohabita- 
tion is influenced by religion. Among women, 
Catholics or Protestants who reported attending 
services or meetings on a regular basis have 
about half the chances of first experiencing co- 
habitation than those who did not; the latter do 
not, however, seem less at risk of starting their 
conjugal life with a common-law partner than 
those declaring no religion. Women who men- 
tioned a religion other than Catholicism or Prot- 
estantism have the lowest propensity to cohabit, 
with only 27% the chances of those declaring no 
religion. Finally, religion plays a similar role in 
affecting men’s probabilities of cohabiting, with 
the sole difference that non-practicing Catholics 
are less at risk of living with a common-law part- 
ner than those mentioning no religion. 


It is also shown in Table 6.1 that parental 
separation or divorce exerts an opposite effect 
on the likelihood of marriage and cohabitation: it 
is associated with about a 40% reduction in the 
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Table 6.1 


The Impact of Parental Separation/Divorce on the Propensity of Young Adults to 
Cohabit or Marry before the Age of Twenty-Five 


Cohabitation Marriage 

Women Men Women Men 
A. Restricted Model 
Parental Separation/Divorce 2209550 ZOOOr Ono a 0.820 
B. Full Model 
Parental Separation/Divorce io Ce lei tGrg= 0.584*** 0.869 
High-School Diploma OFS aa 0.716* 1.078 1.192 
Post-Secondary Education Ol635mae OL685n5° O50i ma9 0.828 
College Education OS85rae 0.403*** 0:3027** 0.400*** 
(No High-School Diploma) 
15 to 24 Years of Age (25 to 34 Years) 1.196* 1.413 0.406*** Orso 7 
Quebec (Rest of Canada) leSooms NOS Bae OPA ke 0.589** 
Practicing Catholic’ OD 72a 0.429*** 1.642** 1.684* 
Non-Practicing Catholic 0.943 Ore5it 1.104 Tels 
Practicing Protestant 0.540*** 0.473*** ite Silene 2.024*™* 
Non-Practicing Protestant 1.076 0.765 1.460 iocn 
Other Religion 02683" Oo Po eke eg 1.611 


(No Religion Indicated) 


Source : Calculations by the authors using Statistics Canada, General Social Survey, 1990. 

Note: The reported coefficients are from a Cox regression model. The analysis is based on a sample of 2,283 women and 2,294 
men aged 15 to 34 at the time of the survey. Weighted data are used throughout, and the reference category is indicated 
in parentheses. 

Indicates significant at 0.05 

Indicates significant at 0.01 

*** Indicates significant at 0.001 

' Practicing individuals are those having attended services or meetings connected with their religion (excluding special occasions, 

such as weddings, funerals or baptisms) in the last 12 months. 


* 


** 


chances of women starting to live with a partner 
through marriage while more than doubling their 
chances of doing so through cohabitation. Pa- 
rental separation also diminishes the chances of 
marriage among men, but to a lower extent and 
the coefficient does not appear to be significant 
at the 0.05 level; this result could be due to the 
fact that men tend to marry later than women 
and that the sample on which the analysis is 
based is quite small. The introduction of other 
covariates into the analysis does not significantly 
alter the effect of parental separation on the like- 
lihood of marriage, as a comparison of the coef- 
ficients presented in Panels A and B of the table 
shows. 


Apart from the conjugal situation of parents, 
three sets of characteristics exert an effect on 


the risk of marrying directly that runs counter to 
that observed for those who started their conju- 
gal life through cohabitation. The younger age 
cohort has about 40% the chance of the older 
cohort to first marry before reaching the age of 
25. Respondents living in Quebec have lower 
chances of marrying directly than those living in 
the rest of Canada (72% for women and 59% for 
men). Practicing a religion on a regular basis 
tends to significantly increase the likelinood of 
choosing marriage to start living with a partner. 
On the one hand, practicing Catholic and Prot- 
estant women have between 1.6 and 1.8 times 
more chances of marrying directly before reach- 
ing the age of 25 than those mentioning no reli- 
gion, while on the other hand, those reporting 
another religion have more than twice the 
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chances of doing so. The effects of these vari- 
ables on the propensity of men to marry are simi- 
lar to those noted for women, although the 
coefficient associated with “other” religion, al- 
though quite large, does not appear to be signifi- 
cant. 


Education does, however, have a similar 
association with both young adults’ propensity 
to first marry or cohabit.° In both cases, increas- 
ing levels of education are associated with re- 
duced risks of entering a union at young ages, 
but the level at which this variable starts operat- 
ing differs for marriage and cohabitation; hence, 
only at the post-secondary level for women and 
at the college level for men is education signifi- 
cantly related to lower chances of young adults 
marrying. However, the impact on the likelihood 
of cohabitation occurs as soon as high-school is 
completed. 


Giving birth to a child before age 20 


Parental separation has been shown in the lit- 
erature to be related to early or premarital child- 
bearing. We restrict the analysis of the timing of 
first birth in relation to the family environment in 
childhood to female respondents. Two reasons 
motivate this choice. First, previous studies have 
shown that retrospective data on reproductive 
histories are more reliable for women than for 
men (Furstenberg 1988). Second, since births 
to young mothers might occur outside of a un- 
ion, it is likely that some of the fathers involved 
will not be recognized as such or even be in- 
formed of their paternity. 


The impact of different variables on the pro- 
pensities of women to give birth to a child before 
reaching the age of 20 is presented in Table 6.2. 
The first column of this table presents the 
chances of a women giving birth to a child, irre- 
spective.of her marital status, while the second 
and third columns deal with the chances of hav- 
ing a child outside of a union or before marrying. 
Most variables exert a similar impact on the 
chances of women giving birth, regardless of their 
marital status, but this effect is generally stronger 
for births occurring outside of a union or outside 
of a marriage. 


Women who experienced their parents’ 
separation or divorce appear to be far more likely 
to give birth to a child before their 20" birthday 
than those who grew up in a stable family envi- 
ronment: irrespective of marital situation, the 
former are 1.68 times more likely than the latter 
to experience such an event before age 20; they 
are 1.89 times more likely to bear a child outside 
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of a union, and 1.82 times more likely to do so 
before marrying. 


The effect of parental separation remains 
important even after other characteristics are 
entered into the model; hence, women who saw 
their parents part still face about 1.5 more 
chances than those growing up in a stable fam- 
ily of bearing a child before reaching the age of 
20, irrespective of their marital situation. It is in- 
teresting to note that the introduction of the other 
covariates contributes to more significant reduc- 
tion of the coefficient associated with parental 
separation in the model focusing only on births 
occurring outside of a union or of marriage than 
in the model including all births. This result 
seems to suggest that in these cases the 
intergenerational transmission of family behav- 
iour is mediated through intervening processes: 
parental separation influences offspring’s edu- 
cational achievement, which in turn directly af- 
fects the likelihood of women giving birth to a 
child outside of a union or marriage at an early 
age.® 


Indeed, the level of education completed 
appears generally to be strongly associated with 
the propensity of women to give birth at an early 
age, and even more so for those having a child 
without living with a partner: compared with 
women who did not complete high-school, those 
who obtained a high-school diploma have (de- 
pending upon their marital status) between 30% 
to 46% the chances of having a child before 
reaching their 20" birthday; those who pursued 
some post-secondary education have around 
20% of the likelihood, and those with some col- 
lege education, less than 5%. 


When considering all births, irrespective of 
the marital status of women, those who were 
aged 15 to 24 at the time of the survey appear to 
be less likely (with a third of the probability) to 
give birth to a child in their teens than do those 
who were aged 25 to 34. This result is, at first, 
surprising in light of the slightly increasing pro- 
portion of women giving birth to a child while in 
their early teens recently observed in Canada 
(Statistics Canada 1991). Our finding is, however, 
quite different when the analysis is restricted to 
births occurring outside of a union; in that case, 
the younger cohort appears to be slightly more 
likely to give birth to a child while in their teens 
than the older cohort, although this coefficient is 
not significant at the 0.05 level. 


Irrespective of the marital status of women, 
those living in Quebec appear to have a lower 
propensity to give birth to a child before their 20" 
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Table 6.2 


The Impact of Parental Separation/Divorce on the Propensity of Young Women 
to Give Birth before the Age of Twenty 


All First Births Births Outside Premarital Births 
of a Union 

A. Restricted Model 
Parental Separation/Divorce 1)-6825%3 1.890** eS 
B. Full Model 
Parental Separation/Divorce 1.445* 1.469 Ure 
High-School Diploma 0.463*** Osean 0:304*** 
Post-Secondary Education OmSana 0.216*** ORO7Are 
College Education 0.034*** On020m3 0.014*** 
(No High-School Diploma) 
15 to 24 Years of Age (25 to 34 Years) 0.646** 1.017 0.880 
Quebec (Rest of Canada) 0.692 0.760 0.794 
Practicing Catholic! 0.882 0.783 0.769 
Non-Practicing Catholic ipg6o0 1.659 2.089* 
Practicing Protestant 1.381 0.697 0.756 
Non-Practicing Protestant 1.412 1.284 1e 230 
Other Religion 1.749 1.059 1.203 


(No Religion Indicated) 


Source : Calculations by the authors using Statistics Canada, General Social Survey, 1990. 
Note: The analysis is based ona sample of 2,311 women aged 15 to 34 years at the time of the survey. Weighted data are used 
throughout, and the reference category is indicated in parentheses. 


* Indicates significant at 0.05 
** Indicates significant at 0.01 
*** Indicates significant at 0.001 


' Practicing individuals are those having attended services or meetings connected with their religion (excluding special occasions, 


such as weddings, funerals or baptisms) in the last 12 months. 


birthday than their counterparts living in the rest 
of Canada, when controlling for their other per- 
sonal attributes. This finding is consistent with 
the results obtained in other studies investigat- 
ing teenage fertility in Canada (Guilbert and For- 
get, 1991). Religion also seems to be related to 
the likelihood of women giving birth, although 
most coefficients do not turn out to be significant. 
Only non-practicing Catholics, however, differ 
significantly from those declaring no religion; they 
have almost twice the chances of bearing a child 
in their teens than those without a religious affili- 
ation (except for births occurring outside of a 
union where the effect of religion is less pro- 
nounced). Practicing Catholics appear less likely 
than most of those declaring another religion or 
no religion to give birth to a child before age 20, 


although the coefficient does not turn out to 
significantly differ from the latter. The lower pro- 
pensities of practicing Catholic women to bear a 
child while in their teens (and of practicing Prot- 
estant women to give birth outside of a union or 
before marrying) could be related to less open 
attitudes toward pre-union or premarital sexual 
activity. The effect of religion on the likelihood of 
women to giving birth at an early age remains, 
however, difficult to interpret with the present 
data; in part, this is probably due to the small 
size of the samples involved, and to the fact that 
the level of religious observance declared by 
women at the time of the survey might be differ- 
ent from the one they experienced while in their 
teens. 
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Union dissolution 


Parental separation or divorce has been shown 
to influence not only the process of family forma- 
tion among offspring but to also affect their own 
chances of experiencing a separation or divorce 
(Amato 1996). To explore this issue further we 
examine the likelihood of union dissolution be- 
tween the ages of 15 to 34, but only for respond- 
ents who were aged 25 to 34 at the time of the 
survey. Those aged 15 to 24 were excluded in 
order not to over-represent an age cohort that is 
still in an early stage in its conjugal history, namely 
those who were very young when they married 
or started living with a partner and who are there- 
fore more at risk of experiencing a union disso- 
lution early in their life. 


Apart from the variables included in the 
analysis of family formation, we also include the 
age of respondents at the beginning of the first 
union. Given the differences in timing that sepa- 
rate men and women the age categories retained 
for the analysis differ by gender. Common-law 
unions leading to a marriage are considered as 
only one union whose form changed over time; 
a time-varying covariate that takes the marriage 
into consideration from the moment it occurs 
within the respondents’ lives has been added to 
the model. (The marriage dummy variable takes 
the value of 1 from the moment that the com- 
mon-law partners marry. Otherwise it is set to 
zero.) 


As can be seen in Table 6.3, parental sepa- 
ration or divorce appears to be weakly related to 
offspring’s chances of experiencing a common- 
law break-up: it increases slightly the chances 
that both men and women who are cohabiting 
will separate, but the coefficients are not signifi- 
cant at the 0.05 level. Parental separation does, 
however, multiply the chances of married women 
experiencing a union dissolution by 1.7. The risk 
triples for married men. However, because of the 
sample sizes only this last coefficient is signifi- 
cant at the 0.05 level. Having parents part seems 
to affect the chances of separation for both 
men and women in a similar way when both 
common-law unions and marriages are grouped 
into a single category. Compared to those co- 
habiting or to those married who grew up in a 
stable family environment, those who saw their 
parents separate are about 1.7 times more likely 
to also go through a separation or divorce. 


Part of the “intergenerational transmission 
of divorce” appears to be mediated through in- 
tervening variables, such as age at marriage or 
cohabitation (Amato 1996). Hence, when other 
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covariates are entered into the model, all the 
coefficients associated with parental separation 
are reduced quite significantly for women (com- 
pare the coefficients in Panels A and B of Table 
6.3). This corroborates Amato’s mediating proc- 
ess hypothesis. For men, however, the coeffi- 
cients associated with parental separation are 
left almost unchanged by the inclusion of other 
covariates in the analysis. This would suggest 
that the intergenerational transmission of divorce 
is operating directly for them. 


Age of respondents at union formation ap- 
pears to be closely linked to the propensity of 
women to go through a divorce or a separation, 
but it does not seem to be significantly associ- 
ated with the chances of men doing so. Women 
who married or started cohabiting when they were 
older tend to face lower chances of experiencing 
a separation than those who were young at the 
beginning of the union. For instance, women who 
were 23 years or older when they started living 
with a common-law partner have only 60% the 
chance of experiencing a separation than those 
who did so before reaching the age of 21; women 
who married between ages 20 to 22 have 70% 
less chances of separating than those who did 
so before 20; and those who married at age 23 
have even lower chances of parting from their 
husband. 


Marrying one’s common-law partner signifi- 
cantly reduces the risk of separation among those 
who started their conjugal life through cohabita- 
tion. From the moment they marry, the risk of 
separation for men who are cohabiting is cut four- 
fold compared to those who maintain a common- 
law relationship. The comparable risk for women 
is reduced by 60%. 


Few of the other variables included in the 
analysis have a high and consistent association 
across gender and type of union with the chances 
of young adults separating. The province of resi- 
dence appears to significantly affect the chances 
of cohabiting females separating: women living 
in a common-law union in Quebec have about 
40% less chance of parting from their partner than 
those living somewhere else in Canada. (See 
also Le Bourdais and Marcil-Gratton 1996.) On 
the other hand, the level of education completed 
appears to be related to the propensity of mar- 
ried women separating: when controlling for other 
individual characteristics, chances of marital 
breakdown increase with years of schooling. This 
effect could be linked to the greater economic 
autonomy of more educated women, for which 
separation or divorce might constitute a more 
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Table 6.3 


The Impact of Parental Separation/Divorce on the Propensity of Young Adults to 
Experience a Separation or Divorce 


Cohabitation Marriage All Unions 

Women Men Women Men Women Men 
A. Restricted Model 
Parental Separation/Divorce 1.159 clatter 1.752 3.1027 i 7daee earl 
B. Full Model 
Parental Separation/Divorce 1.019 delo2 1.028 283" lor 1.348 
High-School Diploma 0.835 0.934 1.473 0.400 1.005 0.833 
Post-Secondary Education 1.214 0.921 PIT Asts\ 0.955 1.548* 0.916 
College Education 0.980 1.011 4.113*** 0.852 1.494 0.967 
(No High School Diploma) 
Quebec (Rest of Canada) 0.570** 0.839 0.722 0.811 0.644* 0.928 
Practicing Catholic’ 0.862 1.017 1.144 0.310 0.756 0.829 
Non-Practicing Catholic 0.965 0.812 4.479** 1.333 Ve Weir 0.818 
Practicing Protestant 0.756 1.416 0.850 0.508 0.634* 1.069 
Non-Practicing Protestant 0.803 0.944 2.965* 1.174 1.068 1.043 
Other Religion 2.060 4.395** 1.049 0.391 0.860 2.468* 


(No Religion Indicated) 


Age at First Union (under18) (under20) (under20) (under 22) (under 18) (under 20) 


Women 18 to 19 years 0.857 0.946 
20 to 22 years 0.921 0:306)7~ 0.659* 
23 years and + 0.588% O7075% 0:4737* 
Men 20 to 21 years 1.067 1.061 
22 to 24 years 0.812 2.458 0.863 
25 years and + 1.021 2.400 1.050 
Married? 0-390 Or25Saen ORG3iee On Zia 


Source: Calculations by the authors using Statistics Canada, General Social Survey, 1990. 

Note: The analysis is based on a sample of 970 women (462 whose first union was cohabitation, and 508 whose first union was 
marriage), and 849 men (431 cohabitations and 418 marriages). Weighted data are used throughout, and the reference 
categories are indicated in parentheses. 

* Indicates significant at 0.05 

** Indicates significant at 0.01 

* Indicates significant at 0.001 

' Practicing individuals are those having attended services or meetings connected with their religion (excluding special occasions 

such as weddings, funerals, or baptisms) in the last 12 months. 

2 Defined as a time-varying covariate as described in the text. 


5. Conclusion 


plausible option. Finally, non practicing Catholic 
and Protestant females show higher propensi- 
ties of experiencing a marriage dissolution than 
do women declaring no religion, while men re- 
porting another religion are more at risk of part- 
ing from their common-law partner. 


The data we used in this study are not without 
shortcomings. Nonetheless, with all the precau- 
tions taken to ensure the validity of our analysis, 
we are convinced of its relevance for a study of 
the transmission of family disruption across gen- 
erations. Recent studies all point to the fact that 
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family transformations are on the rise in Canada, 
and that changes in the family environments of 
children as they grow up are to be expected for 
an increasing proportion of Canadians. Of 
course, the long-term impacts of parental sepa- 
ration and family reconstitution upon children are 
numerous and they go far beyond the scope of 
the socio-demographic effects analyzed here. 
However, any research that provides some quan- 
titative measures of how these phenomena are 
likely to affect the way in which future genera- 
tions will start their life as couples and as 
parents is important in understanding inter- 
generational dynamics. 


Several of our findings concur with the re- 
sults obtained in earlier research. Parental sepa- 
ration or divorce appears to be associated with 
the way in which children start their conjugal life: 
hence, it tends to significantly increase the likeli- 
hood of offspring first experiencing cohabitation 
while decreasing (at least for women) their 
chances of directly marrying. Parental separa- 
tion has also been shown to be related to early, 
pre-union or premarital childbearing among 
young women, and with higher risks of union dis- 
solution, for married men at least. For most out- 
comes studied, parental separation has both a 
direct effect of its own (that remains important 
even after controlling for other covariates), and 
an indirect effect mediated through intervening 
variables, such as the level of education achieved 
by offspring. Hence, the “intergenerational trans- 
mission of divorce” seems to be operating directly 
in influencing the chances of young men (who 
started their conjugal life through marriage) sepa- 
rating. In contrast, when we examine the risk of 
women giving birth to a child before reaching the 
age of 20 part of the intergenerational transmis- 
sion of family behaviour appears to operate indi- 
rectly by influencing, first, the educational 
achievement of daughters which in turn influ- 
ences their propensity to bear a child outside of 
a union or of marriage. 


These results reinforce the idea that family 
instability experienced during childhood is asso- 
ciated with the behaviour of young adults as they 
Start their life as couples and parents. Within an 
intergenerational perspective, family instability in 
childhood has also often been identified as a key 
factor that contributes to the economic hardship 
experienced by young individuals as they move 
into adulthood. 
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Our understanding of the intergenerational 
transmission of divorce is likely to be enriched 
by the use of more qualitative variables and of 
intermediate factors, such as those used in the 
developmental sciences. As an example, we 
could probably better understand the impact of 
family disruption in childhood on young adults’ 
conjugal and parental behaviour if we were able 
to take into account the effects that family dis- 
ruption first exerted on their attitudes towards 
gender roles and family life. Data from the 1995 
GSS, which were released in February 1997, will 
allow the development of a far more comprehen- 
sive and satisfactory model, both because they 
provide more precise information on the circum- 
stances of the parental separation and because 
they include more qualitative information. 


Intergenerational equity most commonly re- 
fers to economic transfers from one generation 
to the next. Obviously, even in such a narrowly 
defined framework, researchers have rapidly 
come to the conclusion that economic well- 
being and economic redistribution among gen- 
erations cannot be fully understood without 
including social variables into the analysis. 


The most commonly mentioned impact of 
family instability in childhood on young adults’ 
outcomes has been the reproduction of poverty. 
Children who have experienced living with a sin- 
gle mother also often experienced economic 
deprivation during this family episode. Further, 
economic deprivation in childhood has been 
shown to be associated with low socio-economic 
attainment in young adulthood, and with early age 
at giving birth to a child or at entering a union. 


No matter how the reproduction of poverty 
and the transmission of family behaviour inter- 
act with each other, the way in which the future 
generations of Canadians will start their own fam- 
ily life will probably be closely related to the di- 
verse familial living arrangements that they are 
now experiencing. More detailed analysis is re- 
quired in order to monitor the impact that changes 
in the family environments of children exert first 
upon their cognitive and social development, and 
second upon their attitudes and behaviour as 
couples and parents. We may well find that the 
way in which parental separation was experi- 
enced by children is a much more relevant fac- 
tor in explaining the intergenerational 
transmission of divorce than economic charac- 
teristics per se. 


Notes 


' Zhao et al. (1994) used a similar strategy with 
the 1990 GSS. Although they had very detailed 
information on the children’s family life histo- 
ries while they were growing up, they could 
study the impact of parental disruption only for 
the process of leaving home. 


In 259 cases, the father mentioned living with a 
new partner; in 105 cases, the mother did so; 
and in 152 cases, both parents declared a new 
partner in their life. 


be) 


o 


Since schooling is generally not completed by 
age 15, we did try to adjust retrospectively for 
the level of education attained according to age. 
In other words, for a respondent aged 25 who 
declared, for example, having received a post- 
secondary diploma, we assumed that he had 
completed his high-school at age 17 and his 
post-secondary education by age 19. We thus 
created a time-varying covariate whose values 
change over time; for instance, the “without 
high-school diploma” dummy variable takes the 
value of 1 at age 15 and 16 and the value of 0 
later on; the “high-school diploma” dummy vari- 
able takes the value of 1 at age 17 and 18 and 
the value of 0 before that age and later; and so 
on for the other categories of the education vari- 
able. This variable is not itself without problems: 
because of the wide variations in the school 
systems across Canada, we had difficulties in 
assigning ages to education levels; we also had 
to assume that respondents completed their 
schooling without interruptions. Using this time- 
varying covariate in our models did not change 
the results much. We thus retained the level of 
education completed at time of survey for the 
final analysis. 


a 


As pointed out by one anonymous referee, one 
could argue that “education” cannot be consid- 
ered simply as an exogenous variable since 
educational attainment, marriage and first con- 
ception have been shown to be closely linked 
decisions in the economic literature (Lillard and 
Brien, 1994). Having no retrospective informa- 
tion on educational attainment, we are, 
however, in no position to ascertain the way in 
which the process of union formation is medi- 
ated through education. Since our main interest 
lies in evaluating the direct effect of parental 
separation on union formation, rather than mod- 
elling the intertwined processes of educational 
attainment and union formation, we redid the 
analysis by omitting the education variable from 
the equation. The exclusion of this variable had 
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almost no impact on the coefficients of the re- 
maining variables, including that of the parental 
separation/divorce variable. 


a 


As it was the case for cohabitation, the exclu- 
sion of the education variable left almost 
unchanged the coefficients of the remaining 
variables. 


cop} 


As pointed out in note 4, these processes are 
not independent of one another and the deci- 
sion to remain in school, for example, may also 
involve that of not giving birth. In order to as- 
certain the direct effect of parental separation 
on the propensity of young women to give birth, 
we redid the analysis by omitting the education 
variable. The exclusion of this variable slightly 
increased the coefficient associated with paren- 
tal separation and those of non-practicing 
catholics and protestants. Clearly, these results 
point to the need for additional information on 
the family environment in which children grew 
up and on the timing of educational achieve- 
ment in order to bettter understand the way in 
which these operate. 
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Chapter 7 


Child Psychiatric Disorders, Poor School Performance 
and Social Problems: The Roles of Family Structure and 


Low-Income 


Martin D. Dootey, Lori Curtis, ELLEN L. LIPMAN AND Davip H. FEENY 


The primary goal of this chapter is to improve 
our understanding of the roles that family struc- 
ture and low-income play in the determination of 
psychiatric disorders, poor school performance, 
and social problems among Canadian children. 
While there is broad agreement that environmen- 
tal factors have an impact on these outcomes, 
until recently there has been little or no Cana- 
dian data with which to assess the importance of 
socio-economic factors in determining the inci- 
dence and severity of such problems. 


The National Longitudinal Survey of Children 
and Youth (NLSCY) promises a major improve- 
ment in this situation, and our analysis represents 
an essential, early step in using the first wave of 
this survey. We have two major objectives. First, 
we assess the association between, on the one 
hand, a variety of psychiatric, academic, and 
social difficulties, and on the other, a range of 
socio-economic variables, principally lone- 
parenthood and low parental income, but also a 
host of other demographic characteristics. 
Second, we compare findings from the NLSCY 
to those from what previously was Canada’s best 
survey of child health and development con- 
ducted a decade earlier, the Ontario Child Health 
Study (OCHS). 


Briefly, our multivariate estimates reveal that 
being the child of a lone mother is strongly asso- 
ciated with virtually all of the child difficulties 
under study. This finding is quite robust, but its 
interpretation is far from obvious when only a 
single cross-section of data is available. In con- 
trast, the estimated link between various child 
problems and the low-income status of the fam- 
ily is not robust, but rather depends importantly 
on the income measure and estimation method 
used. This raises the need to examine the mat- 
ter with more detailed income data that is not 
publicly available. Our comparison of the 
OCHS and the NLSCY indicate that psychiatric 
disorders have become more common, and 
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repeating a grade less common, in Ontario 
between 1983 and 1993. Furthermore, the data 
suggest that the changes that took place over 
this decade may have been less favourable to 
the children of lone mothers than to the children 
of two-parent families. 


1. Review of the Literature 


The Ontario Child Health Study was carried out 
in 1983 with a follow-up in 1987 (Boyle, Offord, 
Hoffman 1987, Offord, Boyle, Racine, et al. 1992). 
Data were collected on child psychiatric disor- 
ders, social and educational functioning, 
physical health and a variety of socio- 
demographic variables. Several studies have 
used the OCHS data to examine the relationship 
between family economic disadvantage and child 
morbidity. Cadman et al. (1986) demonstrated 
high rates of chronic physical health problems 
among children in low-income families. Studies 
of emotional and behavioural problems have also 
demonstrated a consistent and significant 
association between economic disadvantage 
(low-income or welfare participation) and psychi- 
atric disorder (Lipman, Offord and Boyle 1994, 
Lipman and Offord 1997, Offord, Boyle and Jones 
1987). Among 4 to 11 year-old children, the odds 
of one or more psychiatric disorders (attention 
deficit hyperactivity disorder, conduct disorder or 
emotional disorder) for a poor child were more 
than three times that for a non-poor child (Lipman 
et al. 1994). Similarly, the odds for a boy aged 6 
to 11 whose family received welfare income were 
four times that of a boy from a family with no 
welfare income (Offord, Boyle and Jones, 1987). 


Studies of social and educational function- 
ing have demonstrated similarly significant as- 
sociations between poverty and morbidity 
(Lipman et al. 1994). Furthermore, the significant 
association between poverty and a variety of 
morbidities are not limited to childhood. For 
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example, at least one-third of children with con- 
duct disorder continue to experience serious psy- 
chosocial difficulties into adulthood (Offord and 
Bennett, 1994). 


Four papers have examined the association 
between family structure’ and child psychosocial 
morbidity using the OCHS data. Munroe Blum, 
Boyle and Offord (1988), using the 1983 cross- 
section, found that children in lone parent fami- 
lies were at a significantly increased risk of a 
variety of psychiatric and academic morbidities. 
Lone parent family status did not, however, con- 
tinue to have a significant relationship with mor- 
bidity when welfare income was controlled in the 
analysis. Dooley and Lipman (1996) and Curtis 
et al. (1996) also used data from the 1983 cross- 
section to examine the statistical relationships 
among family status, income and various meas- 
ures of child psychosocial and physical health. 
Both papers found instances of significant asso- 
ciations between lone-mother status and child 
problems. However, the estimated impact of low- 
income was found to be much more robust. 


Only two studies have used the longitudinal 
OCHS data to examine the issues of concern in 
this chapter, in part due to the small number of 
lone mothers for whom data is available in both 
1983 and 1987. Lipman and Offord (1997) found 
that both family status and poverty indicators had 
significant independent relationships with poor 
child outcome. Curtis et al. (1996) found, as in 
their work with the 1983 cross-section, that the 
data are more consistently supportive of a role 
for low-income than for family status per se. 


Data from other sources have found both 
poverty and single-parent family status to be as- 
sociated with increased rates of child psychoso- 
cial morbidity (Duncan and Brooks-Gunn, 1997). 
Lipman, Offord and Dooley (1996) examined pre- 
liminary’data from the NLSCY and found that al- 
most one-third (30.4%) of 4 to 11 year-old children 
from lone-mother families have a psychiatric dis- 
order, significantly greater than the rate among 
children from two-parent families (18.8%). They 
note, however, that the majority of children from 
lone-mother families do not have these problems 
and most children with these problems come from 
two-parent families. They also find that both sin- 
gle mother family status and low-income signifi- 
cantly and independently influence child 
well-being, but their multivariate analysis was lim- 
ited to these two independent variables. Offord 
and Lipman (1996) also examined the frequency 
of emotional and behavioural problems using the 
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early NLSCY data and generally find that prob- 
lem levels decrease as family income rises. 


2. Canada Wide Results 


The NLSCY is designed to measure child devel- 
opment and well-being over time. The first cycle 
in 1994-1995 collected information on 22,831 
children who were newborn to eleven years of 
age, the long term goal being to follow these chil- 
dren into adulthood. The sample excluded chil- 
dren who lived in institutions for more than six 
months and Aboriginal children living on-reserve. 
(Information was collected in the Yukon and 
Northwest Territories but was not included in the 
first data release available to us.) The primary 
respondent in the NLSCY is the household mem- 
ber most knowledgeable about the child, usually 
the parent but more strictly referred to as the PMK 
(person most knowledgeable). Our analysis is 
based on 12,735 children aged 4 to 11. These 
data are described in the appendix in more de- 
tail. 


The percentages of children with psychiat- 
ric, schooling or social problems by family and 
low-income status are presented in Table 7.1. 
Consider the three psychiatric disorders: hyper- 
activity, conduct disorder, and emotional disor- 
der. (The symptoms associated with these are 
listed in Table 7A.1 of the Appendix.) The most 
notable feature is that the children of lone moth- 
ers always have a higher incidence than do the 
children of two parents conditional on income 
class (comparing column [1] with [3] and column 
[2] with [4]). For example, the smallest such con- 
ditional difference is three percentage points 
(9% - 6%) and occurs in the case of conduct dis- 
order between the children of lone mothers and 
couples who are, in both cases, above the low- 
income cut-off. The largest such differences are 
those between the children of low-income lone 
mothers and low-income couples for conduct 
disorder and emotional disorder. These are 
both eight percentage points (15% -7% and 
18% - 10%). Note also that the percentage of 
each disorder among the children of lone moth- 
ers exceeds the incidence among the children of 
low-income couples. 


The differences by low-income status, con- 
ditional on family-status class are smaller (col- 
umn [1] versus [2], and column [3] versus [4]). 
For example, the prevalence of hyperactivity is 
the same among the children of low-income lone 
mothers and their more well to do counterparts 
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Table 7.1 


Percentage of Children With Psychiatric 
Disorders, Schooling Problems and Social Problems 


[1] [2] [3] [4] [5] 
Low-Income Lone Low-Income Couples Total 
Lone Mothers Couples Above 
Mothers Above (Below Low- Low- 
(Below Low- Low- Income Income 
Income Income Cut-off) Cut-off 
Cut-off) Cut-off 


(Percent of Sample) 


Hyperactivity 9 9 4 4 5 
Conduct Disorder 15 9 if 6 if 
Emotional Disorder 18 14 10 8 10 
One or More Psychiatric Disorders 29 22 16 14 16 
pereated a Grade 13 ) 8 4 5 
Poor School Performance 7 3 4 2 3 
Frequent Social Problems 9 4 5 2 3 
One or More of Any Problems 43 32 24 20 23 


Notes: Columns [2] and [4] refer to families above the Low-Income Cut-offs. Number of Observations: 12,735 children (aged 4 
to 11) for psychiatric disorders and 9,283 children (aged 6 to 11) for schooling and social problems. OCHS thresholds 


used. 


Source: Calculations by authors from Statistics Canada, National Longitudinal Survey of Children and Youth. 


(9%), and among the children of low-income 
couples and their counterparts (4%). In the cases 
of conduct and emotional disorders, the differ- 
ences between the children living below and 
above the Low-Income Cut-off (LICO) are negli- 
gible, but are six and four percentage points re- 
spectively among the children of lone mothers. 
In sum, family status appears to matter more than 
does low-income status when it comes to 
differences in the prevalence of these three 
psychiatric disorders. In results not shown here, 
this same qualitative conclusion emerges if we 
use different thresholds for low-income status or 
for each disorder. 


Only 5% of children have ever repeated a 
grade, reflecting the fact that the oldest children 
are only eleven years old. Unlike the case of psy- 
chiatric problems, the conditional differences by 
low-income status are similar in magnitude to the 
conditional differences by family status. The dif- 
ference between children below and above the 
LICO is four percentage points for both lone 
mothers (13% - 9%) and couples (8% - 4%). The 
difference between the children of lone mothers 
and couples is five percentage points for both 


those below the LICO (13% - 8%) and above 
(9% - 4%). Only 3% of the PMK’s report that the 
child is doing “poorly” or “very poorly” in school.? 
The children of lone mothers below the LICO 
have the highest percentage with this problem 
but even this figure is only 7%.° 


PMKs also report only 3% of children as 
having “frequent” or “constant” problems in get- 
ting along with parents, peers or teachers.* As 
with “doing poorly in school,” the children of poor 
lone mothers stand out from the other groups with 
a prevalence rate of 9%. If one uses the “very 
low-income” (income less than three-quarters of 
the 1992 LICO) measure, however, differences 
of 4 and 5 percentage points also emerge be- 
tween the children of poor and non-poor couples 
in the case of poor school performance and so- 
cial problems respectively. 


The final row of Table 7.1 presents the per- 
centages of children, aged 6 to11, with one or 
more of any of the problems. The differences by 
family status are large: 19 percentage points 
(43% - 24%) in the case of low-income children 
and 12 points (82% - 20%) in the case of those 
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above the low-income cut-off. Among the 
children of lone mothers, the difference by 
low-income status is also sizeable at 11 percent- 
age points (43% - 32%) but among children with 
two parents this same difference is small at 4 
points (24% - 20%). The general picture is that 
family status matters regardless of low-income 
status, and that low-income status matters but 
particularly among lone-mother families. 


The socio-economic characteristics of the 
children and their families in our sample are pre- 
sented in Table 7.2. Fourteen percent are from 
lone-mother families. Two-thirds of the children 
of lone-mothers live in low-income families and 
one-half in very low-income families, which 
clearly dwarfs the corresponding low-income 
rates among the children of couples. The PMKs 
who are lone mothers are more likely to lack a 
high school degree and less likely to have a di- 
ploma or degree from college or university. They 
are also younger and have fewer children than 
do the married PMKs. The age distribution of 
the children differs little by family status. 


Table 7.2 demonstrates that families headed 
by lone mothers and married couples differ in a 
number of ways. Furthermore, the research cited 
in the previous section has usually found child 
psychiatric, schooling and social problems to be 
associated with more than one of the variables 
in Table 7.2. Hence, we turn to multivariate analy- 
Sis in order to assess the partial association be- 
tween various child outcomes and these 
socio-economic characteristics. We have cho- 
sen to use the logit model which assumes that 
the probability of an outcome is 


Prob (Y=1|X)= e**/(1+e**)=1/(14e *5) 


where Y is a dichotomous dependent variable, X 
is a vector of independent variables, B is the 
estimated logit coefficients and e = 2.718.° Our 
selection of independent variables was guided 
by the availability of data in the NLSCY, and by 
the literature on the determinants of health 
(Evans and Stoddart 1990, Grossman 1972, 
Grossman and Joyce 1989). 


A number of methodological issues merit 
attention. The first concerns missing values. As 
we describe in the appendix, 1,103 observations 
are omitted because of missing values for a de- 
pendent variable. We are not aware of an obvi- 
ous solution for this problem. However, we did 
examine the data to see if observations with and 
without missing values for the dependent vari- 
ables differed in terms of the unconditional means 
of the independent variables. Using 5% level of 
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significance, children with missing values for an 
outcome variable were more likely to be female, 
aged 8 to 11, and to have a lone mother, low- 
income and an above average number of sib- 
lings.® The only independent variables with 
missing values are those for the age and educa- 
tion of the parents. There were 164 such obser- 
vations and these are not included in the 
estimation samples. As a check, we re-estimated 
each logit model including these 164 observa- 
tions and a dummy variable equal to one if there 
was a missing value for any independent vari- 
able.’ The coefficient for the missing value 
dummy is never significant at even a 20% level 
of significance. 


Second, we represent the sex of the child 
as a simple dummy variable, that is, it just shifts 
the intercept in our logit models. It is plausible, 
however, that the impact of other independent 
variables depends on whether the child is a girl 
or a boy. Therefore, we estimated each logit 
model with an interaction term between the sex 
of the child and each other independent variable. 
We were never able to reject the hypothesis that 
the coefficients were individually or jointly equal 
to zero. The lowest p-value from these tests was 
0.19. Hence, the data support our assumption 
that the sex of the child is a shift factor. 


Third, the 11,833 children in our sample 
come from only 5,052 different families. In order 
to adjust for this fact and to arrive at standard 
error estimates which are generally more robust 
than the conventional ones, we employed a 
method developed by White (1980). This adjust- 
ment typically did not make a large difference. 


Fourth, one variable of interest is the mar- 
ket work patterns of the parents. Parental mar- 
ket work may affect child health and development 
in a variety of ways (Some negative and some 
positive) and this may well be true even in the 
presence of controls for family income. A nega- 
tive impact might reflect the absence of high qual- 
ity, affordable substitutes for parental care. A 
positive impact might arise for at least two rea- 
sons. Greater parental market work may con- 
tribute to higher parental self-esteem and thereby 
help the parent to pay more and better attention 
to the child’s needs. In addition, greater market 
work specifically by a married mother may pro- 
vide her with more control over family expendi- 
tures. The “good mother’ hypothesis asserts that 
the average mother has greater concern for her 
children’s welfare than does the average father. 
If true, then greater maternal economic control 
should result in a greater proportion of family 
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Table 7.2 
Characteristics of Families in the NLSCY: Sample Distribution 


Lone Mothers 


Lone Mother 
Very Low-Income? 


Low-Income® 


Mother did not have High School Degree 
Mother had High School Degree 
Mother had Some Postsecondary 


Mother had College or University 
Diploma or Degree 


Mother Older than 34 Years 


Children 8 to11 Years 


Mean Number of Children Per Family 


Unweighted Number of Families with Children 
4to 11 Years 


Unweighted Number of Families with Children 
6 to 11 Years 


@ Family income is below 75% of the 1992 Low-Income Cut-off. 


> Family income is below the 1992 Low-Income Cut-off. 


50 


66 


(Ae 


16 


35 


Pall 


47 


49 


0) 


872 


807 


Couples Total 
(%) 

14 

i 14 

15 22 

es 16 

19 19 

28 29 

38 36 

60 58 

51 51 

2.4 D6) 

5,567 6,439 

5,489 6,296 


Source: Calculations by authors from Statistics Canada, National Longitudinal Survey of Children and Youth. 


income being directed to the children’s interests 
including health care (Schultz 1990, Thomas 
1990, Phipps and Burton 1992, and Browning et 
al. 1994). 


We estimated all of the models with a dummy 
variable for whether or not the PMK worked “full- 
year, full-time” in the market, and a second 
dummy variable for whether or not the PMK 
worked “part-year or part-time” in the market. We 
were consistently unable to reject the hypothesis 
that either of these coefficients is zero. Hence, 
we do not include these estimates in the tables 
presented below. However, we have only begun 
to examine this issue with the NLSCY and fur- 
ther study is merited. 


Finally, we had to decide whether or not to 
use the sample weights in our multivariate analy- 
ses. In the economics literature, this issue re- 
ceives relatively little attention because it is 


commonly found, or at least assumed, that 
weighting makes little difference. We adapted a 
test suggested by DuMouchel and Duncan (1983) 
in the context of linear regression. Each logit 
model was estimated including an interaction 
between each independent variable and the sam- 
ple weight. We then tested the hypothesis that 
the interaction terms were jointly equal to zero. 
We were able to reject the hypothesis with a p- 
value of at least 0.05 in the cases of conduct 
disorder, emotional disorder and social problems. 
The same hypothesis could not be rejected in 
the cases of hyperactivity, repeated grade and 
school problems. Hence, we estimated our lo- 
gistic regressions using both weighted and 
unweighted data. The weights affect not only 
the standards errors but also some point esti- 
mates. This was especially true for low-income 
coefficients in the psychiatric disorder regres- 
sions. 
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Table 7.3 presents the estimates of our logit 
models for the three psychiatric disorders.’ All 
of the independent variables are dummies ex- 
cept for the number of children. (The constant 
corresponds to a child who is a male, 4 to 7 years 
of age, from a non-poor, two-parent family in 
which the mother is under age 35 and has a high 
school degree.) Consider first, the estimates for 
hyperactivity. Lone-mother status is associated 
with a significantly higher probability of this dis- 
order but low-income is not.'® We included an 
interaction term for these two variables because 
of an expectation that low-income might have a 
different effect among lone mothers than among 
couples given that low-income spells tend to be 
longer among the former. The interaction coeffi- 
cient is negative but not significantly different from 
zero. The lowest and highest categories for the 
mother’s schooling have coefficients of the ex- 
pected sign but only the latter has a p-value less 
than 0.05. The probability of hyperactivity is sig- 
nificantly less among girls and there is weak evi- 
dence (p-value less than 0.10) that it is more likely 
among older children and those from smaller 
families. 


We wish to illustrate the quantitative impact 
of these coefficients, particularly those for family 
status and low-income. This impact is non-linear 
so we first enter the predicted probability for a 
“base case” in the row after the constant. The 
“pase case” has the characteristics of the con- 
stant except for the fact that we assume that there 
are two children in the family. The row after the 
“base case” shows the effect of changing the 
value of the lone mother variable from zero to 
one. This increases the predicted probability of 
hyperactivity by 7 percentage points from 6% to 
13%. The next row shows the effect of the in- 
come coefficient which in this case is virtually 
zero. The interaction term is almost always not 
significant and hence we do not show a sepa- 
rate income effect for a lone mother." 


The coefficients for conduct disorder and 
emotional disorder are similar to those for hy- 
peractivity in several respects. The coefficient 
for lone-mother status is both large and statisti- 
cally significant. A change in this variable 
increases the predicted probability of a conduct 
disorder from 8% to 14% and of an emotional 
disorder from 6% to 10%. Neither the low- 
income coefficient nor the interaction term are 
significant for either of these disorders. The ab- 
sence of a high school degree for the PMK is 
associated with a significantly higher likelihood 
of a conduct disorder. The children of older 
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mothers are less likely to have either a conduct 
disorder or an emotional disorder. Girls are less 
likely to have a conduct disorder and older chil- 
dren are more likely to have an emotional disor- 
der. The number of children in the family is 
positively associated with the presence of a con- 
duct disorder. 


The final column of Table 7.3 indicates that 
one or more of the three psychiatric disorders is 
more likely if the child is a boy or is aged 8 to 11, 
or if the child has a lone mother, a mother with 
less than a high school degree or a mother un- 
der age 35. The lone-mother coefficient raises 
the predicted probability of a disorder by 10 per- 
centage points from 15% to 25%. 


Table 7.4 presents the estimates of our logit 
models for schooling problems, social problems 
and one or more of any of the problems presented 
either in this table or Table 7.3. In each case, 
the coefficient for lone-mother status is statisti- 
cally significant and increases the predicted prob- 
ability by 2 to 4 percentage points, quite a large 
increase relative to the base probability. Unlike 
psychiatric disorders, the low-income coefficients 
for both repeated grade and frequent social prob- 
lems are also statistically significant and have 
the impacts on the predicted probability of 1 and 
2 percentage points respectively. The interac- 
tion coefficients are all small and nonsignificant. 


Mother’s education generally has the ex- 
pected sign but the only significant coefficient is 
the impact of “no high school degree” on “re- 
peated grade.” Mother’s age is significant only 
for grade repetition. Boys and older children are 
more likely to have each of the problems in 
Table 7.4. The number of children in the family 
has a weak positive association with “doing poorly 
in school” and a weak negative association with 
social problems. '2 


The last column of Table 7.4 presents the 
logit estimates for our most comprehensive sum- 
mary measure. As mentioned the value of this 
variable is one if the child has one or more of 
any of our psychiatric, schooling or social prob- 
lems. The estimates indicate that the likelihood 
of one or more problems is greater if the child is 
a boy or is aged 8 to 11, or if the child has a lone- 
mother, a mother with less than a high school 
degree or a mother under age 35. Once again, 
the quantitative impact of the lone-mother coeffi- 
cient is substantial and raises the predicted prob- 
ability of a disorder by 14 percentage points from 
20% to 34%."'% 


Table 7.3 


Logit Estimates for Psychiatric Disorders 
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Hyperactivity Conduct Emotional One or More 

Disorder Disorder Psychiatric 

Disorders 

Lone Mother 0.87 0.64 0.55 0.63 
(3.6) (2.6) (2.8) (3.6) 

Low-Income -0.01 -0.08 0.22 0.10 
(0.06) (0.51) (1.4) (0.79) 

Lone Mother and Low-Income -0.21 0:35 0.14 0.12 
(0.62) (1.1) (0.53) (0.51) 

Mother did not have High School Degree 0.30 0.49 0.14 0.24 
(1.5) (2.9) (0.83) (1.8) 

Mother had Some Postsecondary 0.01 0.15 -0.01 0.02 
(0.06) (1.0) (0.09) (0.14) 

Mother had College or University Diploma or Degree -0.38 0.12 0.05 0.007 
(2.1) (0.81) (0.30) (0.06) 

Mother Older than 34 Years -0.17 -0.48 -0.25 -0.34 
(1.2) (4.3) (2.4) (4.1) 

Female Child -0.80 -0.57 0.03 -0.32 
(5.9) (5.3) (0.28) (4.1) 

Child 8 to 11 Years 0.21 0.14 0.81 0.47 
(1.6) (1.4) (8.4) (6.1) 

Number of Children -0.12 0.21 -0.03 0.02 
(1.8) (S74) (0.50) (0.59) 

Constant -2.5 -3.0 -2.7 -1.8 
(10.6) (14.0) (13.8) (11.9) 

Probability of Outcome (Base Case) 0.058 0.08 0.06 ORS 
Effect of Lone Mother Coefficient® +0.07 +0.06 +0.04 +0.10 
Effect of Low-Income for Couples? -0.0006 -0.006 +0.01 +0.01 


Note: T-ratios in parentheses. Weighted data with OCHS thresholds. Number of Observations: 12,735 children, 4 to 11 years. 
@ Predicted probability corresponding to the constant (a boy, aged 4 to 7, from a non-poor, two-parent family with mother under 35 


with a high school degree) and a total of two children. 


> Change in the predicted probability for the base case when the dummy variable changes from zero to one. 


The most surprising feature of our results 
thus far is the weak association between (cur- 
rent) low-income status and any of the three psy- 
chiatric disorders or poor school performance. 
We undertook the following steps to assess the 
robustness of this finding. We estimated each 
of the logit models in Table 7.3 and 7.4 with the 
following variations undertaken one at a time: 
[1] “very low-income” (income less than 
three-quarters of the 1992 LICO) was used in 
place of “low-income” (income less than the 1992 
LICQ); [2] the 10% thresholds were used in place 
of the OCHS thresholds; [3] unweighted data 
were used in place of weighted; and [4] a dummy 
variable equal to one if total household income 


was less than $20,000 was used in place of “low- 
income.” 


Alternatives [1] and [2] produce coefficient 
estimates for low-income and the interaction term 
(and other variables) that are quite similar to 
those in Tables 7.3 and 7.4. This was not true of 
alternatives [3] and [4]. The left side of Table 7.5 
contains the coefficients for lone-mother, low- 
income and their interaction from test [3] above. 
The only noticeable change for the lone-mother 
variable is the drop in the coefficient for repeated 
a grade but this still remains highly significant. 
The low-income coefficients for conduct disor- 
der, emotional disorder, one or more psychiatric 
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Table 7.4 


Logit Estimates for School Problems, Social Problems, and One or More 
of Any of Psychiatric, Schooling or Social Problems 


Repeated Poor School Frequent One or 

Grade Performance Social More of 

Problems Any 

Problems 

Lone Mother 1.04 0.58 0.67 0.74 
(3.5) (1.9) (2.0) (4.0) 

Low-Income 0.44 0.19 0.86 0.13 
(2.3) (0.70) (3.2) (1.0) 

Lone Mother and Low-Income -0.35 0.24 -0.03 0.13 
(0.93) (0.54) (0.06) (0.52) 

Mother did not have High School Degree 0.59 0.36 0.24 0.35 
(Sal) (1.4) (0.82) (2.6) 

Mother had Some Postsecondary -0.13 -0.04 -0.16 0.01 
(0.65) (0.13) (0.60) (0.12) 

Mother had College or University Diploma or Degree -0.07 -0.39 -0.06 -0.02 
(0.34) (1.5) (0.22) (0.15) 

Mother Older than 34 Years -0.29 -0.10 -0.22 -0.31 
(2.1) (0.49) (ded) (3.6) 

Female Child -0.48 -0.76 -0.39 -0.35 
(i5) (3.8) (2.0) (4.4) 

Child 8 to 11 Years WAZ 0.53 0.58 0.44 
(6.0) (2.7) (2.5) (5.0) 

Number of Children 0.07 0.18 -0.15 0.02 
(0.92) (Gerd) (Glis7,) (0.43) 

Constant -3.9 -4.1 -3.6 -1.4 
(13.2) (9.7) (9.2) (9.0) 

Probability of Outcome (Base Case)? 0.02 0.03 0.02 0.20 
Effect of Lone Mother Coefficient’ +0.04 +0.02 +0.02 +0.14 
Effect of Low-Income for Couples? +0.01 +0.005 +0.02 +0.02 


Note: T-ratios in parentheses. Weighted data with OCHS thresholds. Number of Observations: 9,283 children aged 6 to 11. 
* Predicted probability corresponding to the constant (a boy, aged 4 to 7, from a non-poor, two-parent family with mother under 35 
with a high school degree) and a total of two children. 


® Change in the predicted probability for the base case when the dummy variable changes from zero to one. 


problems, and one more of any problem are all 
now statistically significant. (Repeated a grade 
and social problems already had significant co- 
efficients in Table 7.4.) The magnitude of each 
of these four coefficients, however, is only about 
one-third to one-half that of the corresponding 


case, we used a dummy variable equal to one if 
total household income was less than $20,000 
as the measure of low-income.'"* We initially 
experimented with dummy variables for a larger 
set of the income categories that are available 
for both lone-mothers and couples in the public 


lone-mother coefficients. The interaction coeffi- 
cients are all non-significant. The other coeffi- 
cient estimates (not shown here) are quite similar 
to those in Table 7.3 and 7.4. 


The right side of Table 7.5 contains the co- 
efficients which result from test [4] above. In this 
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use file, specifically, $20,000 to $29,999, $30,000 
to $39,999 and $40,000 and above. However, 
very few of the dummy variable coefficients for 
these other categories were significant. For the 
estimates on the right side of Table 7.5, we used 
weighted data and substituted the number of 
persons in the household for the number of 


aS 


Table 7.5 


Selected Logit Estimates Using Unweighted Data 
and an Alternative Low-Income Measure 


Unweighted Data 
Household Income less 
than 1992 LICO 


Lone 
Mother 
Income 


0.77 
(4.2) 


Hyperactive 


0.64 
(4.1) 


Conduct Disorder 


0.67 
(4.9) 


Emotional Disorder 


0.66 
(5.8) 


One or More Psychiatric Disorders 


0.63 
(3.0) 


Repeated Grade 


0.76 
(3.0) 


Poor School Performance 


0.68 
(2.6) 


Frequent Social Problems 


0.65 
(5.5) 


One or More of any Problems 


Note: T-ratios in parentheses. 


Low- 


Income 


0.17 
(1.3) 


0.31 
(2.8) 


0.24 
(2.5) 


0.22 
(2.7) 


0.50 
(3.8) 


0.13 
(0.71) 


0.56 
(3.1) 


0.27 
(3.4) 


Alternative Low-Income (Weighted) 
Household Income less 
than $20,000 


Lone Lone Income Lone 
Mother Mother less Mother and 
and Low- than Income 
Income $20,000 less 
than 

$20,000 

-0.15 0.68 0.35 -0.44 
(0.63) (3.2) Ges) (1.2) 
0.05 0.99 0.37 -0.35 
(0.24) (4.8) (1.8) (1.1) 
-0.09 0.72 0.65 -0.47 
(0.52) (3.8) (3.3) (1.7) 
-0.04 0.71 0.51 -0.33 
(0.23) (4.4) (3.2) (1.4) 
-0.08 {2 0.70 -0.68 
(0.30) (4.3) (2.9) (1.8) 
0.0007 0.78 0.99 -0.33 
(0.002) (2.7) (2.9) (0.71) 
0.05 0.69 1.4 -0.63 
(0.16) (2.3) (4.3) (1.3) 
0.06 0.82 0.57 -0.30 
(0.41) (4.8) (3.3) Clee) 


Number of Observations: 12,735 children, aged 4 to 11 for psychiatric disorders and 9,283 


children aged 6 to 11 for schooling and social problems. Models included all regressors from Tables 7.3 and 7.4 which are 
education and age of PMK, age and sex of child, and number of children in family. 


children. Neither of these changes, however, had 
major effects on the estimates. The lone-mother 
coefficients remain highly significant and are all 
somewhat larger in size than in Tables 7.3 and 
7.4. Most of the low-income coefficients are sig- 
nificant. Conduct disorder has a p-value of 0.08, 
and only hyperactivity lacks a strong association 
with low-income. The income coefficients are 
smaller than the lone-mother coefficient in the 
case of psychiatric disorders, but not in the case 
of poor school performance and frequent social 
problems. The interaction terms never have a 
p-value less than 0.05, however, the point esti- 
mates are consistently negative and large in 
absolute size indicating that this particular “in- 
come measure” may discriminate better in the 
case of couples than in the case of lone moth- 
ers. 


What are the main conclusions to be drawn 
from our results? One conclusion is that our es- 
timates of the effect of current low-income are 
not robust. The most conventional approaches 
(Tables 7.3 and 7.4) indicate that low-income 
matters for grade repetition and frequent social 
problems, but not for psychiatric disorders or poor 
school performance. The use of either 
unweighted data or of a dummy variable for 
family under $20,000, however, yields a strong 
association between low-income and every prob- 
lem except hyperactivity. A major goal of the 
NLSCY is to assess the statistical association 
between child health and family income. The 
nonrobust nature of the estimates of this rela- 
tionship highlight the need to conduct the analy- 
sis with more detailed income data. The 
aggregated measures available to us simply do 
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not offer a clear answer to this key policy 
question. 


A second conclusion is that lone-mother 
status is the variable most consistently and 
significantly associated with our psychiatric, 
schooling and social outcomes. The coefficient 
estimates for this variable are quite robust, but 
there are many questions concerning their proper 
interpretation. To what extent does this finding 
represent the fact that Canadian lone-mother 
families have longer spells of low-income than 
two-parent families? If there is a lone-mother 
“effect” not due solely to economic resources, 
what does this represent? Is it the limited time 
resources (“time poverty”) of the typical lone 
mother or might it be the health problems of 
the lone mothers themselves? Would the 
lone-mother coefficient be as large were we us- 
ing a different, and perhaps more appropriate, 
comparison group (for example, comparing lone- 
mother families to those two-parent families with 
a high risk of dissolution as opposed to a 
random sample of all two-parent families)? In the 
1994 Violence Against Women Survey, 16% of 
all currently married women reported that they 
have been physically abused by their current 
partner. However, 60% of previously married 
women reported that they were physically abused 
by their ex-partner (Kingston-Riechers 1997). 
This implies that, in at least some cases, the prob- 
lems of the children of lone mothers may reflect 
primarily the abusive nature of the union into 
which the children were born. For such children, 
marital dissolution may represent a distinct im- 
provement in their home environment which we 
are missing by comparing them to a random sam- 
ple of children from two-parent families. Our 
ability in future NLSCY cycles to follow the same 
children into and out of families with different 
structures and constraints will represent a major 
improvement in this regard. 


As for the other independent variables, we 
commonly (though not always) estimated a lower 
likelihood of problems among the children of 
women over age 34. This result, like that of the 
lone-mother coefficient, admits a variety of inter- 
pretations. One is that the mother’s age may be 
a proxy for the long run income of the parents if, 
as seems likely, higher levels of earnings are 
positively associated with delayed fertility. Other 
possibilities are that older mothers may be more 
mature, have greater time resources or have 
more widely spaced children. All of these de- 
serve further scrutiny in future studies. 
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We typically found a lower incidence of prob- 
lems among girls. This has some support in the 
earlier literature especially in the case of hyper- 
activity and conduct disorder (Offord et al. 1987). 
Among the dummy variables for the PMK’s edu- 
cation, only the coefficient for “no high school 
degree” always had the expected sign and even 
this estimate was significant in only 2 out of 6 
problems. This was somewhat surprising given 
our expectation that this variable might reflect a 
variety of influences on child health and devel- 
opment including a permanent income effect. 


3. Developments in Ontario 


In this section, we compare estimates from the 
Ontario Child Health Study and the Ontario 
subsample of the NLSCY (henceforth NLSCY- 
Ontario) with the intention of examining changes 
over the decade 1983-1993. The survey meth- 
ods and instrumentation of the OCHS are de- 
scribed in detail elsewhere (Boyle et al. 1987). 
The target population included all children born 
between January 1, 1966 and January 1, 1979 
whose usual place of residence was a house- 
hold in Ontario. Statistics Canada surveyed a 
total of 1,869 families and 3,294 children in 1983. 
The interviewers collected information from a 
parent (usually the mother), from a teacher for 
the 4 to 11 year olds, and from the youths them- 
selves in the case of 12 to 16 year olds. There 
was also a follow-up survey in 1987. We use only 
parental reports in 1983 for children aged 4 to 
uli poles 


The OCHS and the NLSCY differ ina number 
of respects other than provincial scope. First, the 
proportion of children with a lone mother is 9% 
in the OCHS sample but 15% among children 
from Ontario in the NLSCY. This increase is 
consistent with the growth in the proportion of 
families with young children which are headed 
by lone mothers between 1983 and 1994 and 
does not, we believe, primarily reflect differences 
in the methods used to identify lone-mother and 
two-parent families in the two samples (Dooley 
1995). Second, the low-income status variable 
in the OCHS is a close, though not exact, ap- 
proximation to whether or not the family’s _in- 
come is above or below the 1969 Statistics 
Canada LICO. The 1992 LICOs used in the 
NLSCY are substantially higher (in real dollars) 
than the 1969 LICOs. As discussed in the Ap- 
pendix, the best approximation we have for 
OCHS low-income variable in the NLSCY data 
is whether or not the family has income below 


75% of the 1992 LICO (“very low-income’). Third, 
the sample sizes differ. There are 1,315 chil- 
dren, aged 4 to 11, and 1,084 children, aged 6 to 
11, in the OCHS sample. In particular, the small 
number of children of lone mothers in the OCHS 
sample (110 aged 4 to 11 and 99 aged 6 to 11) 
should be kept in mind when assessing our re- 
sults. In contrast, there are 3,105 children, aged 
4 to 11, and 2,273 children, aged 6 to 11, from 
Ontario in the NLSCY sample. Finally, the 
number of questions asked to assess psychiat- 
ric disorders differed slightly between the two 
surveys (see Appendix). 


Table 7.6 presents the proportion of children 
in each survey with each of three problems: one 
or more psychiatric disorders (hyperactivity, con- 
duct disorder or emotional disorder); ever re- 
peated a grade; frequent problems in getting 
along with peers, parents or teachers. The fig- 
ures for Ontario children in the NLSCY are simi- 
lar to those for the national NLSCY sample in 
Table 7.1 with the following two exceptions: 5% 
of the NLSCY children of lone mothers above 
the low-income cut-off in Ontario have repeated 
a grade as opposed to 9% in the national sam- 
ple; and 9% of the NLSCY children of low-income 
couples in Ontario have frequent social problems 
as opposed to 5% in the national sample. 


The next to bottom row of Table 7.6 shows 
that the percentage of children with a psychiatric 
disorder increased from 11% in the OCHS to 16% 
in the NLSCY-Ontario. This increase in the inci- 
dence of a psychiatric disorder between the two 
surveys is also true of each family status and 
low-income status, except in the case of the 
children of poor couples using the 1992 LICO. 
The increases are larger for the children of lone 
mothers than for the children of couples. As noted 
above, however, there is a difference in the 
number of questions used to measure psychiat- 
ric disorders. The differences may, therefore, re- 
flect measurement differences. 


The percentage of children who have ever 
repeated a grade declined from 9% in 1983 to 
4% in 1993. This question is identical on the two 
surveys. We suspect that the downward trend 
may reflect a change in the propensity of school 
teachers and administrators to make students 
repeat a grade as much as it does a change in 
actual school performance.'® However, we have 
no obvious explanation for why the decline in this 
percentage should be greater among the chil- 
dren of low-income lone mothers and higher in- 
come couples. The questions used to assess a 
“social problem” are identical on the two surveys 


ilahz 


as are the overall percentages of children with 
this type of problem (4%). Furthermore, there 
do not appear to be major differences between 
the surveys in the incidence of social problems 
by family status or low income status. 


The results of logit models for each of the 
three dependent variables (using the same set 
of independent variables as in Tables 7.3 and 
7.4) are presented in Table 7.7, which contains 
the coefficients for lone-mother status, low- 
income status and the interaction between these 
two variables. We report NLSCY-Ontario esti- 
mates obtained with three different income meas- 
ures. The very low-income measure was used 
because this best approximates the only low- 
income measure available in the OCHS data. 
Income under $20,000 was used because of the 
impact this had with the national NLSCY data. 


Consider first the estimates for the presence 
of one or more psychiatric problems in Panel A 
of Table 7.7. The lone-mother coefficients are all 
of similar magnitude, but the 1993 estimates have 
much larger t-ratios possibly reflecting the larger 
sample size. The 1983 low-income coefficient is 
large and quite significant. As with the national 
sample, the low-income coefficients for NLSCY- 
Ontario are not robust. Only income under 
$20,000 provides an estimate of a size and sig- 
nificance comparable to the OCHS. In each case, 
the interaction is not significant although, as with 
the national NLSCY sample, the estimate in the 
case of income under $20,000 indicates a possi- 
ble difference between the children of couples 
and lone mothers. In other respects, the four sets 
of logit estimates for psychiatric disorder are quite 
similar. In each case, the likelihood of a disorder 
is distinctly lower for a child who is female, 
under age 8, and whose mother is 35 or over. 
The impact of mother’s education is weak in each 
case. 


The second panel of Table 7.7 presents the 
estimates for “ever repeated a grade.” In the 1983 
results, neither lone-mother nor low-income sta- 
tus appear to matter. A decade later, however, 
both lone-mother and low-income status are 
strongly associated with the likelihood of repeat- 
ing a grade in most cases, especially that of in- 
come under $20,000. The interaction coefficient 
implies that this income effect may be true only 
of two-parent families. In results not shown here, 
mother’s education does have a significant co- 
efficient in the 1983 data along with the gender 
and age of the child. This was also generally true 
of the 1993 estimates obtained from the NLSCY. 
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Table 7.6 


Percentage of Children With Psychiatric, Schooling or Social Problems: 
Ontario, 1983 and 1993 


Family Status and One or More Repeated Frequent Social 
Low-Income Status Psychiatric Disorders Grade Problems 
1983 1993 1983 1993 1983 1993 
Very Low- Very Low- Very Low- 
Low- Income Low- Income Low- Income 
Income Income Income 
(Very) Low-Income 
Lone Mother 24 Be 29 22 14 13 11 11 9 
Lone Mother 14 22 21 6 HE 5 3 4 3 
(Very) Low-Income Couple 18 22 16 10 8 8 8 11 9 
Couple 9 14 14 8 2 2 3 3 2 
Total 11 16 9 4 4 4 
Number of Observations 1,315 3,369 1,084 2,450 1,084 2,450 
Note: Very Low-Income refers to family income below 75% of the 1992 Low-Income Cut-off (LICO). This better approximates 


the 1969 LICO used in the OCHS. 


Low-Income refers to family income below the 1992 LICO. 
Sources: 1983 data are from the Ontario Child and Health Study, 1994 data from the National Longitudinal Survey of Children and 


Youth. 


Panel C of Table 7.7 presents the logit esti- 
mates for the presence of “frequent or constant” 
problems in getting along with parents, peers or 
teachers. Low-income has a large and statisti- 
cally significant coefficient in all four specifica- 
tions. Just as consistently and interestingly, none 
of the lone-mother coefficients have a p-value 
less than 0.05. This is the only case in which the 
NLSCY data, from either Ontario or Canada asa 
whole, did not indicate a strong association 
between lone-mother status and the likelihood 
of a problem.” In results not reported here, moth- 
er’s age and the child’s age and sex continue to 
play important roles in the NLSCY estimates but 
not in the OCHS. Mother’s education has weak 
effects in each case. 


What are the principal differences revealed 
by comparing the OCHS and NLSCY data? The 
data in Table 7.6 indicate that there may have 
been an increase in the prevalence of psychiat- 
ric disorders and a decrease in the prevalence 
of grade repetition between 1983 and 1993, at 
least in Ontario. There is no indication of change 
in the prevalence of social problems. The 
multivariate estimates for 1993 in Table 7.7 re- 
veal that being the child of a lone mother was 
generally associated with a higher likelihood of a 
psychiatric disorder and of repeating a grade. 
This partial relationship was noi statistically 
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significant in 1983. The same was true of in- 
come and grade repetition. Low-income implied 
a greater likelihood of repeating a grade in 1993 
data but not in 1983. Multivariate estimates for 
social problems were similar in the two years. 
Do the observed differences in these multivariate 
results represent a real change in conditional dif- 
ferences between children of varying socio- 
economic backgrounds in Ontario? One should 
clearly hesitate to infer too much from these early 
findings. Differences between estimates from the 
OCHS and the NLSCY may primarily reflect 
measurement matters and sample size. These 
caveats notwithstanding, such results should also 
prompt further research. 


4. Conclusion 


The goal of this chapter is to improve our under- 
standing of the roles socio-economic factors play 
in the determination of psychiatric disorders, poor 
school performance and social problems among 
Canadian children. More specifically we use the 
National Longitudinal Survey of Children and 
Youth to assess the association between a vari- 
ety of psychiatric, academic, and social difficul- 
ties, and a range of socio-economic variables 
(including the number, age, income, education 
and market work of parents, and the sex, number 


Selected Logit Estimates for Ontario, 1983 and 1993 


A. One or More Psychiatric Disorders 


Lone Mother 


Very Low-Income 


Lone Mother and Very Low-Income 


B. Ever Repeated Grade 


Lone Mother 


Very Low-Income 


Lone Mother and Very Low-Income 


C. Frequent Social Problems 


Lone Mother 


Very Low-Income 


Lone Mother and Very Low-Income 
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Table 7.7 

1983 1993 
Very Low- Income less 
Low-Income Income than $20,000 
0.48 0.55 0.55 0.77 
(1.0) (2.2) (1.7) (2.8) 
0.74 0.44 0.12 0.67 
(2.2) (1.6) (0.6) (2.5) 
-0.27 0.04 0.21 -0.60 
(0.4) (0.1) (0.5) (1.5) 
-0.23 We! clea 1.6 
(0.3) (2.3) (1.4) (3.2) 
-0.14 0.91 He) eZ 
(0.7) (1.7) (2.9) (2.2) 
fest -0.33 -0.43 -1.3 
(1.0) (0.4) (0.5) (1.8) 
-0.90 0.39 0.35 0.48 
(0.9) (1.0) (0.7) (1.3) 
ude 1.6 1.4 1.2 
(2.9) (3.8) (4.1) (3.3) 
0.65 -0.49 -0.37 -0.52 
(0.6) (0.4) (0.6) (1.0) 


Note: T-ratios in parentheses. Weighted data with OCHS thresholds. Controls for the age and gender of the child, and the age 
and education of the mother are also included. See Table 7.6 for sample sizes and data sources. 


and age of children). We analyse three types of 
psychiatric disorders: hyperactivity, conduct dis- 
order and emotional disorder. Our two measures 
of academic performance were whether or not 
the child had ever repeated a grade and whether 
or not parents reported the child as doing “poorly” 
or “very poorly” in school. A social problem was 
deemed present if the child has “frequent” or “con- 
stant” problems in getting along with other chil- 
dren, teachers or parents. The prevalence of any 
one individual problem among the children in our 
sample was at most 10%. Twenty-three percent 
of the children had one (or more) of any of these 
problems. 


Our multivariate estimates provide a number 
of interesting and not always expected conclu- 
sions. First, the estimated effect of low-income 
was quite sensitive to the income measure used 
and to the use of sample weights. We started 
with what we judged to be the most conventional 


approach, weighted data with a dummy variable 
for whether or not family income was below 
the (1992) Low-Income Cut-off. The resulting 
low-income coefficients were significant only for 
grade repetition and frequent social problems, 
and were not significant for any psychiatric dis- 
order or for poor school performance. The use 
of either unweighted data or a dummy variable 
for family income under $20,000, however, yields 
a strong association between low-income and 
every problem except hyperactivity. Only very lim- 
ited income measures are offered on the public 
use file available to us. More detailed income data 
is needed if we are to shed more light on this key 
policy issue. 


Second, lone-mother status is strongly as- 
sociated with virtually all of our (poor) outcomes. 
The coefficient estimates for this variable are 
both robust with respect to the estimation ap- 
proach (weighting, disorder thresholds, income 
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measures) and they imply sizeable quantitative 
effects on the predicted probability of a disorder 
or problem. For example, lone motherhood is 
associated with a 14% higher probability of the 
child having one or more of the disorders/prob- 
lems we study. The correct interpretation of this 
finding, however, is not straightforward. We have 
followed the standard practice of comparing the 
children of current lone-mother families to the 
children of current two-parent families. Is this 
appropriate? It may not be if many or most of 
the problems observed in the children of lone 
mothers have resulted from the dysfunctional 
nature of the two-parent family in which those 
children once lived. Exiting from such two- 
parent families may have had a beneficial im- 
pact on the health and development of the chil- 
dren in question rather than the negative effect 
which might be inferred from a simplistic reading 
of our estimates based on a single cross-sec- 
tion. 


' Even if our estimates are assumed to reflect 
the impact of one or more current differences 
between lone-mother and two-parent families, 
which of these differences are most relevant? Is 
it that low-income spells are longer among lone- 
mother families? Or is it the lack of non-mon- 
etary assistance from family, friends and social 
service agencies? The availability of data from 
future NLSCY cycles will enlarge our capacity to 
sort out the relative importance of the above and 
other possible interpretations of this very strong 
and consistent empirical relationship. 


We also usually found a lower incidence of 
problems among girls and commonly, though not 
always, found the same among the children of 
women over age 34. We did not find a strong 
relationship between the individual problems and 
the parent’s level of schooling. Only the coeffi- 
cient for.“no high school degree” always had the 
expected sign and even this estimate was statis- 
tically significant in only about one-half of the 
cases. 


We also experimented with a dummy vari- 
able for whether or not the mother worked “full- 
year, full-time” in the market and a second dummy 
variable for whether or not the mother worked 
“part-year or part-time” in the market. We con- 
sistently found that the coefficients for both vari- 
ables were not significantly different from zero. 
In future work, however, this issue should be 
pursued further using other measures of market 
work for both the mother and her spouse. Such 
work will be most useful once researchers have 
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access to more complete income and earnings 
data for the family and the individual parents. 


Our second objective is to compare the 1993 
estimates provided by NLSCY data for Ontario 
to those from the 1983 Ontario Child Health 
Study. Our comparison implied that psychiatric 
disorders may have become more common and 
repeating a grade less common in Ontario dur- 
ing this decade. There is no indication of a change 
in the prevalence of social problems. In the 
multivariate estimates with the 1983 data, there 
were no significant differences by family status. 
The 1993 estimates reveal, however, that chil- 
dren of lone-mothers are more likely both to have 
a psychiatric disorder and to repeat a grade. 
Furthermore, low-income children are more likely 
than their counterparts to have repeated a grade 
in 1993. This is not observed with the 1983 data. 


Measurement issues and sample size may 
account for these different findings, but there are 
other possibilities. Could changes in the relative 
income levels of these two types of families have 
played a role? We know that low-income rates 
fell little or not at all among lone-mother families 
over this period, but that was also true of young 
couples with children (Dooley 1994a). We also 
know that the population of young (under age 
35) lone-mothers became much more likely to 
be never married and to rely on welfare between 
these two surveys (Dooley 1996). What role 
might be played by changes in these and other 
characteristics of the lone-mother population? 
Was there any change in the relative access of 
different types of families to the services needed 
to deal with various psychiatric disorders or aca- 
demic difficulties? Might practices governing 
grade repetition have changed in such a fashion 
as to have created greater differences by 
family status or income level? Much additional 
study with the first and future cycles of the NLSCY 
and with the OCHS is needed to shed light on 
these and other questions. 


Appendix 


Sample Selection 


There are 14,226 children aged 4 to 11 in the 
NLSCY. From this number, we remove the fol- 
lowing: eight children who do not live with either 
parent (biological, step, adopted or foster); 21 
children for whom neither parent is the PMK; 195 
children who live with a lone father; 1,103 chil- 
dren for whom there were missing values for a 
dependent (outcome) variable; and 164 children 
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Symptoms of Hyperactivity, Conduct Disorder and Emotional Disorder 
in the National Longitudinal Survey of Children and Youth 


Hyperactivity 


Can't sit still, is restless or 
hyperactive 


Fidgets 


Is distractible, has trouble 
sticking to any activity 


Can't concentrate, can’t pay 
attention for long 


Is impulsive, acts without 
thinking 


Has difficulty awaiting turn in 
games or groups 


Cannot settle to anything for 
more than a few moments 


Is inattentive 


Conduct Disorder 
Destroys his/her own things 
Gets into many fights 


Destroys things belonging to his/ 
her family or other children 


When another child accidentally 
hurts him/her (such as bumping 
into him/her) assumes the child 
meant to do it, then reacts with 

anger and fighting 


Physically attacks people 
Threatens people 


Is cruel, bullies or is mean to 
others 


Kicks, bites, hits other children 


When mad at someone, tries to 
get others to dislike that person 


When mad at someone, says 
bad things behind the other’s 
back 


When mad at someone, tells the 
other one’s secrets to a third 


person 


Steals at home 


Emotional Disorder 


Seems to be unhappy, sad or 
depressed 


Is not as happy as other children 
Is too fearful or anxious 

Is worried 

Cries a lot 

Is nervous, high-strung or tense 


Has trouble enjoying him/herself 


Vandalizes 


Steals outside the home 


for whom we were missing values for an 
independent (conditioning) variable. These de- 
letions result in a sample of 12,735 children aged 
4 to 11. The school age sample is 9,283 children 
aged 6 to 11. Children who do not live with either 
parent or for whom neither parent is the PMK 
are excluded on the grounds that these may rep- 
resent quite unusual and/or temporary family 
structures. The children of lone fathers were ex- 
cluded because their number is too small for 
separate analysis and their socio-economic char- 
acteristics (especially income levels) are too dis- 
similar from those of lone mothers to justify a 
common category of “lone parents.” Most (90%) 
of the missing values concern dependent 


variables and statistical “solutions” for this prob- 
lem are not (to our knowledge) readily available. 


Child Outcomes 


Child outcomes were examined in the areas of 
psychiatric, academic and social functioning. 
Selection of these child outcomes and of the 
methods used to assess the presence of a prob- 
lem was guided by knowledge of the multiple 
components of healthy child development, pre- 
vious research studies examining child psycho- 
social health, and availability of variables in the 
NLSCY (Offord et al. 1992, Offord et al. 1987). 
All of the data come from the parental reports 


Chapter 7, Child Psychiatric Disorders 


122 


because the teachers’ reports had not been re- 
leased by Statistics Canada at the time we con- 
ducted our research. 


Table 7A.1 lists the symptoms used in the 
NLSCY for each of the psychiatric disorders stud- 
ied: hyperactivity, conduct disorder and emo- 
tional disorder. Briefly, hyperactivity is 
characterized by inattention, impulsivity and 
motor activity; conduct disorder is character- 
ized by either physical violence against persons 
or property or a severe violation of societal norms; 
and emotional disorder is characterized prima- 
rily by feelings of anxiety and depression. We 
define the variable one or more psychiatric 
problems as one or more of hyperactivity, con- 
duct disorder or emotional disorder. 


The PMK was asked if each symptom in 
Table 7A.1 was “never or not true,” “sometimes 
or somewhat true,” or “often or very true” of the 
child in question. Values of 0, 1 and 2 respec- 
tively were assigned to these responses. The 
values of the responses to each question were 
then summed to obtain a score for each of the 
three possible problems. A disorder was deemed 
to be present if the child’s score exceeded a given 
threshold. We used two sets of thresholds both 
of which have been used in previous research. 
The choice of threshold has little impact on the 
multivariate estimates. Therefore, we present one 
set of estimates in the tables and comment where 
relevant on the results yielded by the second set 
of thresholds. The multivariate results for psy- 
chiatric disorders in particular are much more 
sensitive to sample weights and the low-income 
measure than to the disorder thresholds. 


The estimates presented in the tables of 
Section 7.2 are derived using thresholds from the 
Ontario Child Health Study (OCHS). This survey 
randomly sampled 3,294 children in Ontario in 
1983 with a follow-up in 1987. The NLSCY relied 
heavily upon the OCHS particularly in the area 
of psychiatric disorders. Arandom sample of.chil- 
dren in the OCHS were also clinically assessed 
by a child psychiatrist who was blind to the pa- 
rental and teacher report data. The disorder 
thresholds were then established for the OCHS 
by selecting scores that maximized agreement 
with the child psychiatrists’ diagnosis of the same 
disorders. In other words, the threshold scores 
in the OCHS were established at the point best 
discriminating the presence or absence of a dis- 
order as diagnosed by a child psychiatrist. See 
Boyle et al. (1987) for complete details. 
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The OCHS and the NLSCY questionnaires 
are worded similarly. The number of questions 
asked on the two surveys of parents in the OCHS 
was similar but not identical. For example, there 
were 15 conduct disorder questions on the OCHS 
and, hence, a maximum score of 30 (15 times 
2). The OCHS threshold score was nine, 30% of 
the maximum score of 30. The maximum score 
on the NLSCY is 28 (14 times 2), 30% of which 
is 8.4. We performed our NLSCY analyses with 
conduct disorder thresholds scores of both eight 
and nine. The resulting multivariate estimates 
were very similar. Those with a threshold of eight 
are presented in section 2. We used a similar 
procedure to establish OCHS-equivalent thresh- 
olds for hyperactivity and emotional disorders in 
the NLSCY data. Using this set of thresholds, 
7% of the children in our sample are hyperac- 
tive, 5% have a conduct disorder and 10% have 
an emotional disorder. Sixteen per cent of chil- 
dren have one or more of these three disorders. 


Our second set of disorder thresholds was 
established by selecting the score that separated 
the top 10% of the scores from the bottom 90% 
in the sample. Thus by definition 10% of children 
have each disorder according to this set of thresh- 
olds. Twenty one percent of the children have 
one or more of disorders based on these thresh- 
olds. These are the same thresholds as used in 
Lipman, Offord and Dooley (1996).'® Thresholds 
which yield prevalence rates of 5% to 10% are 
commonly found in the literature. Support for 
these prevalence rates (and the associated 
thresholds) can be found in five major studies of 
child psychiatric epidemiology world-wide includ- 
ing Canada (Costello 1989). Henceforth, we re- 
fer to our two sets of thresholds as the OCHS 
and 10% thresholds respectively. '? 


In the area of academic functioning, ever 
repeated a grade is defined exactly as stated. A 
child is defined as having a school problem if 
the PMK reports that current overall school per- 
formance is poor or very poor. These two indica- 
tors of schooling problems variables were 
available only for children aged 6 to 11. Most chil- 
dren aged 4 and 5 were not attending school. 


A child is defined as having a social prob- 
lem if the PMK reports the child as having fre- 
quent or constant problems over the last six 
months in getting along with any one of other 
children (friends, classmates), teachers or 
parents. This variable was available for 4 to 11 
year-old children but we used it only for 6 to 11 
year-olds because of the absence of teacher 
responses for most 4 and 5 year-olds. 


One or more problems is defined as hav- 
ing one or more of the following: one or more 
psychiatric disorders, ever repeated a grade, 
school problem, or social problem. This variable 
was defined only for children aged 6 to 11. 


Family Characteristics 


We classified a family as a lone-mother family 
if the child was living with a mother who had no 
spouse or common-law partner living in the 
household. The comparison group is families in 
which a child was living with two parents. Parent 
refers to a biological, step, adoptive or foster 
parent. As noted above, 98% of Canadian 
children live in one of these two types of fami- 
lies. We only know the child’s current living ar- 
rangements. In some cases, this may provide an 
inaccurate picture of the family structure(s) in 
which the child has been raised. 


Our principal income variable is a conven- 
tional measure of low-income. Specifically, we 
classified a family as low-income if the family 
income level is below the 1992 Statistics Canada 
Low-Income Cut-off (LICO). We selected this 
particular measure because the 1992 LICO is the 
one most commonly used in current analyses of 
income distribution in Canada. Its value is a func- 
tion of both family size and the size of the area in 
which the family resides. The entire set of LICOs 
is revised periodically to account for changes in 
proportion of income that the average family 
spends on necessities. The year of the LICO 
(1992 in the case of the NLSCY) refers to the 
reference year for the Survey of Consumer 
Finances, upon which a particular set of LICOs 
is based. 


We focus on low-income status because 
many of the studies reviewed in Section 7.1 (par- 
ticularly those from the OCHS) have found a non- 
linear relationship between family income and 
child health. The association is strongest at low 
levels of income. Another reason for this focus is 
that much recent discussion concerning child 
policy has centered on income-targeted propos- 
als, such as an enriched federal child benefit, 
which have the principal goal of reducing the in- 
cidence of low-income among families with chil- 
dren. We wish to explore the possible health 
consequences of such proposals. The third and 
most binding reason is that the income data avail- 
able in the NLSCY public use file are very lim- 
ited. In particular, the continuous measure of 
family income, the family LICO, and the ratio of 
these two figures are all suppressed on the pub- 
lic use file. 
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One of the income measures available on 
the public use file divides the ratio of family in- 
come to needs (1992 LICO) into six categories, 
the lowest being 0.75 or less and the highest 
category 1.25 or more. Our low-income meas- 
ure is derived from this variable. Also available 
on the public use file is a categorical variable for 
family income, the highest of which is $40,000 
or more for lone mothers and $60,000 or more 
for couples. Family size is available on the pub- 
lic use file but city size is not so that the family’s 
LICO cannot be estimated. We also experi- 
mented with two other measures of low-income. 
One alternative classifies a family as very low- 
income if the family income level was below 75% 
of the 1992 LICO. Asecond alternative, employed 
only in our multivariate analyses, uses a dummy 
variable equal to one if total household income 
was less than $20,000 while controlling for the 
number of persons in the household. Our 
multivariate estimates of the association between 
low-income and child problems turn out to be 
quite sensitive to the measure of low-income 
which, we believe, emphasizes the need to use 
more finely disaggregated information. 


Not only do we have limited income vari- 
ables, we also as yet have only one year of data. 
Hence our low-income measures fail to distin- 
guish between short and long spells. These may 
have quite different consequences for child health 
and development. The absence of such informa- 
tion may affect the estimated coefficients of vari- 
ables other than low-income status. In particular, 
we suspect that at least part of the estimated 
impact of lone motherhood is really a permanent 
income effect, that is, it reflects the fact that lone 
mothers have much longer spells of poverty than 
do couples (Laroche 1997). The same may be 
true of other variables in our multivariate analy- 
sis such as parental education. More insight into 
this matter will be provided by future cycles of 
the NLSCY data. 


Several other variables are also used in our 
multivariate analyses. These include the age and 
sex of the child, and the age, schooling level and 
market work of the PMK. 


Finally, we implicitly assume in our 
multivariate analyses that child health and school- 
ing are the outcomes of socio-economic factors 
such as income and family structure. It is cer- 
tainly possible, however, that the opposite causal 
effect may be true in some cases. For example, 
severe childhood health problems may reduce 
family income by limiting the paid work of one or 
both parents. The stress arising from severe 
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health problems might also influence the 
likelinood of separation, divorce or remarriage. 
Unfortunately, there is little that can be done 
about this problem given the lack of identifying 
variables for a more complete structural model. 
Our approach is best viewed as one means of 
exploring the joint distribution of the variables that 
we believe to be of relevance to the process 
which determines child health and development. 


Notes 


The support of Statistics Canada, the National 
Health Research and Development Program, the 
Social Sciences and Humanities Research Coun- 
cil, the Ontario Mental Health Foundation and the 
Canadian International Labour Network is grate- 
fully acknowledged. Very helpful comments were 
received from Miles Corak and two anonymous 
referees, however, the contents are the sole re- 
sponsibility of the authors and in particular should 
not be attributed to Statistics Canada. 


' Our reading of the social science literature is 
that the use of “family structure” to refer to the 
number of parents residing with the family is 
common. This reflects the fact that the number 
of resident parents is arguably the most 
important source of variation in family structure 
among contemporary families with dependent 
children. We also have yet to find an alternative 
term which is more specific and equally 
succinct. 


Indeed, only 25% report that the child is doing 
“average” or worse. We comment on the use 
of this alternative measure later in the chapter. 


° The teachers’ reports in the NLSCY Cycle One 
may be different. At least one other study has 
found that teachers provide lower assessments 
of student academic progress than do parents. 
Saigalt and Szatmari (1991) examined a control 
sample of full-term children who were used in 
a long term, follow-up study of low birth weight 
children. Parents reported that only 4% of the 
control sample were doing “poorly” in school. 
However, teachers reported that 17% of the 
same children were doing “poorly.” The sample 
size for this study was small (145 children, 8 
years of age), but this finding does highlight 
the need for careful scrutiny of the NLSCY 
teachers’ reports when they are made 
available. 


a 


Twenty-three percent of PMKs report that her 
child has “occasional,” “frequent” or “constant” 
problems in getting along with parents, peers 
or teachers. We comment on the use of this 
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alternative measure of social problems later in 
the chapter. 


Economists tend to use the probit conditional 
probability function and discusses policy 
implications in terms of differences in predicted 
probabilities of the dependent variable. Health 
scientists tend to use the logistic conditional 
probability function and discusses policy 
implication in terms of the odds ratios. The 
compromise of our inter-disciplinary team is to 
use the logit conditional probability function and 
discusses policy implications in terms of 
differences in predicted probabilities of the 
dependent variable. 


As our multivariate estimates will show, 
children who live in low-income families, aged 
8 to 11 and have lone mothers tend to have 
more problems. Girls, however, tend to have 
fewer problems. Hence, it is not clear if the 
absence of these observations tends to raise 
or lower the overall percentage of children with 
various difficulties in Table 7.1. 


In order to include such observations in the 
estimation sample, a specific value must be 
assigned to the “missing value” of the variable 
in question. We assigned a value of zero. 


The same is true if one substitutes the mother’s 
market work variables for the relatively few 
cases where the father is the PMK. 


Tables 7.3 and 7.4 present the estimates with 
weighted data and our principal low-income 
variable (income below the 1992 LICO). Table 
7.5 illustrates the impact of using unweighted 
data or a different low-income measure. 


Our use of the term statistically significant 
usually refers to a p-value of 0.05 or less. 
“Weak significance” usually refers to a p-value 
less than 0.10 but greater than 0.05. 


Due to the large standard error for the 
interaction term, we also usually cannot reject 
the hypothesis that the sum of the low-income 
coefficient and the interaction term is different 
from zero. 


We also estimated logit models with several 
alternative measures of schooling and social 
problems. One alternate schooling measure is 
whether or not the child receives special 
education because of a “physical, emotional, 
behavioural or some other problem limits the 
kind or amount of school work she/he can do.” 
Seven percent of the children receive such 
education. A second alternate schooling 
measure is whether or not the parent reports 
that the child is doing “average” or worse 


a 
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(“poorly” or “very poorly”) in school. Twenty- 
five percent of children meet this criterion. The 
alternate measure of social problems is 
whether or not the parent reports that the child 
has “occasional” or more frequent (“frequent” 
or “constant”) problems in getting along with 
parents, peers or teachers. Twenty-three 
percent of children meet this criterion. In each 
case, the lone-mother coefficients have large 
marginal effects and t-ratios. Furthermore, the 
low-income coefficients are not significant 
(p<0.05) and have smaller marginal effects 
than do the lone-mother coefficients. 


We also analysed the predictive power of our 
estimates. For almost all individual outcomes 
and observations, our coefficients predict “no 
problem” in the sense that the individual 
predicted probability is less than fifty percent. 
In that limited sense, our models predict “well” 
because 10% or less of the children in our 
sample actually have each of the problems. 
An alternative test is to see if there is a 
difference in the mean predicted probability of 
each outcome for [1] children who actually do 
have a problem and [2] children who do not 
have the problem. For each outcome, the mean 
for group [1] is higher (p-value < 0.01) than 
the mean for group [2]. 


Thirteen percent of the sample has income 
below $20,000. As shown in Table 7.2, 14% of 
the children are “very low-income” and 22% 
are “low-income.” About 80% of those who 
have income less than $20,000 also have “very 
low-income” and vice versa. Virtually all of 
those who have income less than $20,000 also 
have “low-income,” but only 60% of those who 
have low-income also have income less than 
$20,000. Of those children with families of 
income less than $20,000, two-fifths live with 
two parents and three-fifths live with a lone 
mother. 


Sample attrition between the initial OCHS and 
the 1987 follow-up survey was substantial. The 
number of lone mothers appearing in both 1983 
and 1987 was less than 100 due to both sample 
attrition and changes in marital status. 


The propensity of teachers and administrators 
to fail a student of a given achievement level 
may also vary by province as well, although 
we note that the incidence of this problem 
among Ontario children in the NLSCY (4%) is 
virtually the same as for the national sample 
(5%). 
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We also estimated the logits in Table 7.7 using 
the national NLSCY sample and including a 
dummy variable equal to one if the child is from 
Ontario. The coefficient estimates for the 
Ontario dummy were not significant for 
psychiatric disorder, significantly negative for 
repeated grade, and significantly positive for 


social problems. 


The approach of Lipman, Offord and Dooley 
differed from that taken in this study in a 
number of ways other than the thresholds used. 
They excluded all observations in which the 
PMK was not the mother and the only 
independent variables used in their multivariate 
analysis were lone-mother and low-income 
status. 


Note that the prevalence of an emotional 
disorder in the NLSCY sample is 10% using 
either of our thresholds. In order to provide a 
sensitivity test for this outcome, we used a 
second threshold for emotional disorder that 
was used in some OCHS studies. Seventeen 
percent of the NLSCY sample had an 
emotional disorder using this alternative 
threshold, but the multivariate estimates were 
very similar regardless of the threshold used. 
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Chapter 8 


Intergenerational Aspects of Education and Literacy 


Skills Acquisition 


PATRICE DE BROUCKER AND LAVAL LAVALLEE 


Education and skill levels are important dimen- 
sions of an individual’s ability to integrate with 
and contribute to society. They not only help de- 
termine one’s social position, but also impact on 
the economy by increasing both the size and 
quality of the labour force. Getting an education, 
in the broadest sense, is the result of many influ- 
ences, but the family and the education system 
carry considerable weight in this process. Indeed, 
from a public policy perspective, education policy 
is a powerful instrument with which to influence 
human capital formation. 


In this chapter, we assess the family’s role 
in determining the acquisition of higher educa- 
tion and literacy. More specifically, our objective 
is to relate individual educational attainment, lit- 
eracy abilities, and labour market characteristics 
to parental educational and labour market at- 
tributes. We compare different age cohorts and 
thereby examine relationships between parents 
and children over more than one generation. In 
doing so we focus on the following questions: 


[1] Do families pass on their intellectual capital 
to the next generation, and has the pattern 
of educational mobility changed over time? 


[2] Are literacy skills associated with educational 
attainment, and do they play a role in edu- 
cational mobility and in gaining access to 


training opportunities? 


[3] Does the labour market experience of par- 
ents influence their ability to pass on intel- 


lectual capital to their children? 


Do literacy skills enhance occupational op- 
portunities? 


[5] Do the parents’ education levels influence 
the strategies they use to influence their 


children’s education? 


Our analytical starting point is the notion 
that education and literacy are important in 
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determining how well people integrate with vari- 
ous facets of society, and how likely they are to 
have successful working lives. We also empha- 
size that access to training opportunities (to up- 
grade skills and knowledge) throughout one’s 
lifetime is important to maintain and improve 
one’s socio-economic situation and overall eco- 
nomic well-being. Educational attainment is 
largely achieved through the working of the edu- 
cation system but also by inherited intellectual 
capital, which is in large part acquired at home 
through the interaction of family members. This 
interaction directly affects one’s educational per- 
formance by offering a supportive environment 
for learning. Intellectual capital, forged within 
families through the generations, also has an in- 
direct influence on educational attainment. Intel- 
lectual capital is defined as the experience and 
knowledge acquired by an individual or a group 
of individuals (such as the family) during the 
course of their lives that can be applied in the 
pursuit of economic and social goals. It may pave 
the way for better educational attainment and a 
more fruitful adult life. On the other hand, this 
would also imply that some children may not be 
starting school on an equal footing. The role of 
an efficient education system is to provide chil- 
dren whose parents have relatively lower levels 
of education, opportunities similar to their coun- 
terparts from more educated families. 


Our major findings are: [1] there is substan- 
tial upward educational mobility, but inherited 
intellectual capital still makes a significant differ- 
ence in individuals’ ability to access and succeed 
in post-secondary education; [2] parents’ occu- 
pational experience, in addition to their educa- 
tion, also influences the educational attainment 
of their children; and [3] how parents support the 
education of their children reflects their own edu- 
cational background, with more educated parents 
adopting strategies more likely to set their chil- 
dren on a successful path. 
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1. Overview 


Our analysis is based upon the International Adult 
Literacy Survey (IALS). This survey questioned 
individuals from a number of advanced indus- 
trial countries in 1994 with the following objec- 
tives: “[1] to shed light on the relationship between 
performance, educational attainment, labour 
market participation and employment for those 
individuals found to be able to read but not able 
to do so very well; [2] to compare and contrast 
the literacy skill profiles for economically impor- 
tant sub-populations across countries and lan- 
guage groups” (Statistics Canada 1996, p.10). 


We use the information obtained from a rep- 
resentative sample of 5,660 Canadians, and fo- 
cus upon two separate age cohorts, those 26 to 
35 and those 46 to 55. The 26 to 35 age bracket 
is used because people from this cohort are at 
the beginning of their careers but have completed 
their initial education. The 46 to 55 age cohort 
are on average 20 years older (but not old enough 
to represent the parents of the younger cohort), 
and still in the labour market. The age difference 
between the two cohorts distinguishes one gen- 
eration from another. The older cohort went 
through the education system in the late 1940s 
and the 1950s, while the younger group was in 
formal education during the 1970s and the 1980s. 
In the IALS sample there are 1,010 Canadians 
26 to 35 years (representing a population of about 
5 million), and 658 who are 46 to 55 (for a popu- 
lation of about 3.3 million). 


Intergenerational mobility analyses have 
very demanding data requirements. Sample size 
limitations have, for example, forced us to con- 
sider four levels of education for the survey re- 
spondents (secondary not completed, secondary, 
post-secondary non-university, university), and 
three levels for their parents (Secondary not com- 
pleted, secondary, post-secondary). When infor- 
mation is missing on the educational attainment 
of both parents, the individual is excluded from 
the analysis. ' 


In our analysis “literacy” relates to only one 
of the three measures available in IALS: docu- 
ment literacy. This term refers to the ability to 
use information from documents such as payroll 
forms, job applications, maps, bus schedules, 
and graphs. This type of literacy measure can 
be interpreted as comprising elements of both 
prose literacy (the ability to use information such 
as editorials, poems, fiction and news bulletins) 
and quantitative literacy (the ability to perform 
arithmetic functions of various sorts), which also 
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appear in the IALS. We often refer to a distinc- 
tion between a “high literacy” level and a “low 
literacy” level. Scores have been translated into 
five levels, and we take high literacy level to be 
levels three to five. Performing at level three im- 
plies an ability to cope with varied tasks of some 
complexity. (An extensive description of the test 
material and the definition of the literacy levels 
is provided in Statistics Canada 1996.) 


Much of our analysis deals with the relation- 
ship between one’s educational attainment (and 
some of the associated labour market benefits) 
and inherited intellectual capital, represented by 
the educational attainment of the respondent’s 
mother or father, and occupational status of the 
father. The only information available in the [ALS 
data about the mother’s labour market activity is 
whether she ever worked at a job or business. 
The respondent was asked more questions about 
the father’s activities, specifically occupation and 
industry. 


We are also in a position to examine differ- 
ent parental educational strategies, such as de- 
liberately building on or accumulating greater 
intellectual capital for children. Those still in 
school are left out of the analysis because our 
concern is with the last level of education attained 
by the respondents.’ 


The major characteristics of the two age 
groups we study are presented in Table 8.1. 
Panel A of the table reveals that the younger 
generation has attained higher levels of educa- 
tion than the older, and that the major difference 
is in the proportion graduating from high school 
and from non-university post-secondary educa- 
tion institutions. This is largely because there was 
a major expansion of the college system during 
the last twenty years. University attainment is, 
by comparison, only marginally higher. That be- 
ing said, it is possible that some 26 to 35 year 
olds will return to university and achieve a higher 
level of education (likely a university degree) even 
though they were not enrolled at the time of the 
survey. 


The percentages in Panel B reveal that about 
62% of the younger generation perform at literacy 
skill Level 3 or higher, as compared to 46% of 
the older generation. The fact that there are a 
number of young people with relatively higher lit- 
eracy skills is only a moderate consolation given 
that the proportion with weak literacy skills re- 
mains high. The lower performance of the older 
generation may be attributed to either low skills 
at a young age (and still having low skills), or the 
depreciation of skills over time. 
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Table 8.1 
Education, Literacy and Occupation by Age 


26 to 35 Years 


. Educational Attainment 
Secondary Not Completed 
Secondary 
Post-Secondary, Non-University 
University 


. Document Literacy Level 
Level One 
Level Two 
Level Three 
Levels Four and Five 


. Occupation 
Managers 
Professionals 
Technicians 
Clerks 
Service 
Blue Collar 


22.6 
38.4 
PS, 
16.1 


13.6 
24.9 
33.9 
27.6 


Sys) 
21.0 
15.3 
16.1 
13.4 
28.3 


46 to 55 Years All Ages 
(Percent) 
36.8 33.9 
32.4 33.5 
ore Wal 
oar IGS 
23.0 23.9 
31.0 23.9 
23.6 29.9 
22.4 22.3 
Ws 7.9 
18.2 ilies 
nee Uae 
1233 14.6 
18.0 1541 
29.0 33.5 


Source: Authors’ calculations from Statistics Canada, International Adult Literacy Survey. 


Finally, the information in Panel C shows the 
distribution by occupation of all the labour force 
participants in the two age cohorts. There are 
proportionately more people from the older gen- 
eration in the managerial occupations, but a 
greater proportion of people from the younger 
generation in professional and technician occu- 
pations. This reflects the fact that managerial 
occupations require experience that most young 
people do not yet have. It also reflects the fact 
that the rising level of education allows young 
people to enter the workforce in highly skilled 
occupations in larger numbers. Clerical occupa- 
tions remain an entry level occupation for many 
young people. It is also interesting to note the 
importance of the blue collar occupations among 
young workers (this group includes craft and 
trade workers, skilled agricultural and fishery 
workers, plant and machine operators and as- 
semblers, armed forces and elementary occu- 
pations); this is not what one would suspect to 
happen in an economy characterized by a de- 
Cline in the relative number of manufacturing jobs, 
and rapid growth of the service economy. 


2. Intergenerational 
Education Mobility 


One of the factors determining how much edu- 
cation an individual receives is the level of 


parental education. A highly supportive learning 
environment at home (proxied by the level of 
parental education and the occupation of the fa- 
ther) is likely to be reflected in children attaining 
higher educational levels. A supportive environ- 
ment manifests itself not only through a financial 
capacity to support children’s higher education, 
but also through day-to-day interactions of higher 
“intellectual quality” between parents and chil- 
dren. 


To what extent is the education of the re- 
spondents in our survey related to that of their 
parents? In order to address this issue, we de- 
rive Spearman rank correlations between re- 
spondent education (by gender and age) and the 
education of fathers and mothers. The results 
show that there is no significant difference in the 
relationship between respondent education and 
that of either of their parents. The correlation 
coefficients vary between about 0.38 and 0.45, 
but are always about the same whether the moth- 
er’s or the father’s education level is used. In fact, 
the correlation is consistently stronger between 
the level of respondent education and that of the 
parent with the highest level of education (vary- 
ing between 0.40 and 0.53). In addition, the 
correlation between the levels of education of the 
two parents is always higher than the correlation 
across generations, attaining values as high as 
0.66. 
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Table 8.2 


Percentage of Individuals with More, the Same or Less Education than Their Parents: 
by Parental Level of Education and Respondent Age 


Secondary 
Not Completed 


More Same Less 


Secondary 


More Same 


Post-Secondary Total 


Less More Same Less More Same _ Less 


26 to 35 Years 84.1 14.8* - 40.0* 46.4* 
46 to 55 Years 77.0 19.8* ee 4120267 
Total 74.3 23.0 - 41.4 44.1 


(Percent) 


- -~  44'9*" ~40'4*° 50.9 33.57" 15.7” 
ATO") GAA IG 57.089 wees = 
14.5% O20 537 Am OS:5e eo ION ol Simmer 


* High but acceptable coefficients of variation. 


- Coefficient of variation too high for the number to be reliable. 


Given these results the education of the 
parent with the highest level of education is used 
in the remainder of our analysis. Table 8.2 col- 
lects all the main elements of three educational 
mobility matrices, one for the total population 
(less the full-time students) and one for each age 
cohort. Sample size limitations prevent the re- 
porting of population sub-groups. However, the 
data is sufficiently reliable to provide a picture of 
intergenerational educational mobility in 
Canada.° Educational mobility, measured as the 
difference in educational attainment between 
parents and their children, is important in Canada: 
more than two-thirds of Canadians have a differ- 
ent level of education than their parents. About 
51% have a higher level of education than their 
parents, while 17% have a lower level. As a re- 
sult the average level of educational attainment 
in the population is rising over time. Naturally, 
the lower the parents’ level of education, the 
higher is the scope for upward mobility, and con- 
comitantly the higher is the rate of upward mo- 
bility. Indeed, about three out of four respondents 
whose parents have not completed secondary 
school have gone at least a little further in their 
education. Undoubtedly the establishment of 
compulsory schooling and the subsequent rise 
in the age of compulsory school attendance have 
had a significant influence on this accomplish- 
ment. However, only slightly more than 40% of 
the respondents whose parents have just gradu- 
ated from high school have achieved a higher 
level of educational attainment. (Fournier et al. 
1995 offer similar results.) 


Differences in educational attainment be- 
tween the two age cohorts are not too pro- 
nounced. Upward mobility for respondents whose 
parents did not complete secondary school is 
higher among the younger cohort. Overall, how- 
ever, upward mobility is slightly higher in the older 
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cohort. This is to be expected as more people 
move towards higher levels of education.* Given 
that the general level of education in the popula- 
tion gradually increases, it becomes more diffi- 
cult to surpass one’s parents’ education, even in 
the context of a more and more accessible edu- 
cational system. 


The probability of obtaining at least a post- 
secondary education by level of parental educa- 
tion is illustrated in Figure 8.1. The higher 
the education of the parents, the higher the 
probability of obtaining post-secondary educa- 
tion credentials. Indeed, people with parents 
who have a post-secondary certificate or degree 
are 2.5 times more likely to obtain at least a post- 
secondary degree, than those whose parents 
have not completed high school. The younger 
generation are close to three times more likely 
to obtain a post-secondary education if their par- 
ents had a post-secondary degree compared to 
those whose parents did not complete high 
school. For the older generation, this proportion 
is about 2 to 1. 


The data in this figure provide the first hints 
that the polarization of educational opportunities 
may be increasing. A comparison of the two co- 
horts suggests that access to and success in 
post-secondary education is significantly on the 
rise for individuals whose parents have them- 
selves attained post-secondary education, while 
the situation of respondents whose parents’ edu- 
cation did not go beyond high school has not 
improved, and indeed may have deteriorated. 
The contrast by parental education is even more 
pronounced if one restricts the comparison to only 
those attaining a university education. This sup- 
ports the fact that colleges, as post-secondary 
education institutions, have helped improve ac- 
cess to post-secondary institutions, especially for 
those with minimal inherited intellectual capital. 


Figure 8.1 
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Probability of Attaining at Least Post-Secondary Education: 
by Age and Parental Education 


70 5 = aa 
YY, 26 to 35 Years 
OU gi: BB 46 to 55 Years 
50 |- |_| All Ages 
40 |- 
30a 
20 Sis 
LOW 
0 a 
Secondary Secondary Post-Secondary Total 
Not Completed 


Parental Education 


In order to identify those factors that affect 
the schooling experience of respondents we use 
an ordinary least square regression and regress 
the number of years of formal education com- 
pleted by the respondent on a number of relevant 
factors. The aim of this analysis is to measure 
the influence of various factors in a controlled 
environment, and to explore further the hypoth- 
esis of polarization. The variables included are 
gender (since the propensity to attain certain lev- 
els of education may differ by gender), age (to 
capture the cohort effect), and parental educa- 
tion. We also include the occupation of the fa- 
ther as a proxy for the influence the parents’ 
labour market experience may have on children’s 
educational attainment, over and above the di- 
rect effect of their own level of education. 


The variable mother ever worked is also 
included. As mentioned, this variable refers to 
whether or not the mother ever worked at a job 
or business. We also suspect that educational 
attainment can in part be explained by whether 
or not individuals were born in a specific region 
of Canada or abroad, or lived in a rural setting. 
Further education may be hampered by distance 
and isolation of smaller communities. Accordingly 
controls for the region of birth and urban/rural 
setting are also used. 


The results are depicted in Table 8.3. The 
most relevant findings are the following: 


[1] Parental education makes a difference: in- 
dividuals whose parents have not completed 


[2] 


[3] 


[4] 


[5] 


secondary school have on average 1.5 years 
of education less than those whose parents 
graduated from high school. Individuals 
whose parents obtained a post-secondary 
diploma or degree have three-quarters of a 
year more of education. 


There may be a case for polarization of edu- 
cational opportunities. The younger age co- 
hort whose parents have not completed their 
high school have about the same parameter 
estimate as the older generation, but those 
from the younger cohort whose parents ob- 
tained a post-secondary education have sig- 
nificantly more education than their older 
counterparts. 


The occupation of the father has a strong 
influence on the years of schooling. Those 
with a father who was a professional have 
up to 3.5 more years of education than those 
with a father who was a skilled agricultural 
worker. 


One obtains significantly higher education if 
the mother worked. This does not seem to 
affect significantly schooling of the older 
cohort. 


The province of birth—and likely the prov- 
ince where most of the education is received 
—makes a difference: in Quebec, individu- 
als have about one year less education than 
in Ontario, while the difference is about two- 
thirds of a year less in the Atlantic provinces 
and close to half-a-year less in the West. 
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Table 8.3 


Determinants of the Number of Years of Education: 
Least Squares Regression Results by Age 


Total Population 26 to 35 Years 46 to 55 Years 


(Number of Years of Education) 
Reference Case 11.66* UZAY 11.90* 


Gender (Women) 


Men 0.05 -0.05 0.68** 
Age (56 to 45 Years) 

16-25 -0.32™" 

26-35 0.06 

46-55 -0.02 

56 + -1.67* 


Parental Education (Secondary Completed) 


Secondary Not Completed -1.62* -0.95* -1.42* 
Post-Secondary 0.65* Waikey -0.43 
Father’s Occupation (Skilled Agricultural Worker) 
Armed Forces 20m 4.30* -1.41 
Managers Pf 1ESTs 3.53* 
Professionals 3.59* 1.87* 5.90* 
Technicians 1203s 0.20 31025 
Clerks AalOg dale 3.068 
Service Workers 1.79* -0.06 levee 
Craft Workers alee {OL7ASy toon 
Plant and Machine Operators 0.91~ -0.58 OMS ae 
Elementary Occupations 0.56* -1.08** 0.72 
Never Worked PT oy 2.96 0.00 
Don’t Know -0.16 -1.90** -0.86 
Not Stated Gulloa -1.19 9.93* 
Mother Ever Worked 1.09* 0.89* -0.52*** 
Rural -0.46* -0.41 -0.36 


Region of Birth (Ontario) 


Abroad -0.28*** -0.89* OA 
Atlantic -0.81* -0.11 -1.49* 
Quebec -1.25* -0.41 ape ete 
West -0.42* -0.49*** 0.13 
Adjusted R? 0.3051 0.2478 0.4392 
F-statistic 82.7 ibys) Zoal 
Number of Observations 4,650 924 566 


Note: The reference categories are indicated by the parentheses ( ). For the results in the first column the reference category is 
women, 36 to 45 years of age, whose parent with the higher level of education had completed secondary school, whose 
father was a skilled agricultural worker, whose mother did not work, living in an urban area, and born in Ontario. The 
reference case for the results in the remaining columns is women, whose parent with the higher level of education had 
completed secondary school, whose father was a skilled agricultural worker, whose mother did not work, living in an urban 
area, and born in Ontario. 

significant at 99% level. 

significant at 95% level. 

significant at 90% level. 


* 
** 


km 
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Table 8.4 
Literacy, Education, and Adult Training 


A. Attainment of High Literacy Skills 
Secondary Not Completed 
Secondary 
Post-Secondary, Non-University 
University 


B. Variation in Literacy Level* 
Secondary Not Completed 
Secondary 
Post-Secondary, Non-University 
University 


C. Participation Rate in Adult Education and Training 
High Literacy Skills 
Low Literacy Skills 
Total 


* Coefficient of variation of literacy levels within groups. 


When we compare the two cohorts, a more 
precise picture emerges: the regional differ- 
ences are much larger (especially for Que- 
bec and the Atlantic provinces) among the 
older cohort, and have practically disap- 
peared with the younger age cohort. 


In summary, the average level of education 
in the population has increased: 50% of the 
respondents had attained a higher level of edu- 
cation than their parents. However, precisely 
because a growing share of the population at- 
tains the highest level (university), the possibility 
of moving upward is progressively shrinking. This 
is the main reason why only 51% of the respond- 
ents in the younger cohort experienced upward 
educational mobility, while 58% of people of the 
older cohort did. Inherited intellectual capital 
makes a considerable difference in children’s 
achievements. Slightly more than one third of 
respondents attained a post-secondary level of 
education, but this population was not equally 
distributed by the level of parental education. 
While 56% of those with parents having post- 
secondary education attained this level of edu- 
cation, this was the case for only 22% of those 
whose parents did not graduate from high school. 
Over time, polarization seems to have increased: 
those who have parents with post-secondary edu- 
cation are in a better position to go on to post- 
secondary education (their probability rises to 
69%, whereas it is only 58.5% for the older co- 
hort). The fate of those with less educated par- 
ents remained unchanged. 


26 to 35 Years 46 to 55 Years All Ages 
(Percent) 
30.1 WA) 19.9 
54.0 50.1 57.9 
83.0 AS 74.6 
92.3 UTE AO) 86.1 
26.3 28.9 33.0 
17.4 18.3 19.0 
14.3 16.2 NAA 
15a 1328 We! 
51.6 46.8 50.7 
24.1 21.4 20.6 
41.0 ore 36.3 


3. Literacy Skills and 
Educational Attainment 


Literacy skills provide another facet for explain- 
ing the relationship between parental education 
and that of children. It is also a factor likely to 
play a role in permitting access to further educa- 
tion opportunities in adulthood. In general, literacy 
levels increase with the level of educational at- 
tainment (Table 8.4, Panel A). The fact that the 
skill levels are generally slightly lower for the older 
generation than the younger one may be due 
either to a lower initial level of skills or to a de- 
preciation of skills over time particularly when 
these skills are not used regularly in day-to-day 
activities (Statistics Canada 1996: p. 37). The 
intergenerational differences are more apparent 
at both extremes of the education spectrum. Low 
literacy levels among those with lower levels of 
education compound further their fate. Less than 
a third of 26 to 35 year olds who left high school 
without graduating attain literacy at level 3 or 
higher. This jeopardizes their chances of higher 
occupational accomplishments and reduces their 
ability to adjust to the changing socio-economic 
environment. In contrast, 92% of the young uni- 
versity graduates and 83% of the college gradu- 
ates benefit of high literacy skills. 


The data in Panel B of Table 8.4 demonstrate 
that, on the whole, people with high levels of 
education may have low levels of literacy skills 
and people with low levels of education may have 
high levels of skill acquisition. However, these 
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variations are decreasing with higher levels of 
education, and they are also somewhat higher 
for the older generation. This seems to confirm 
the loss of skills by a number of individuals in 
that age bracket in an environment not prone to 
maintaining individual skill level. The decline in 
the coefficient of variation for the younger cohort 
is less pronounced than for the older generation. 
This suggests that, over time, the variations in 
literacy levels are likely to decrease as there is a 
general increase of educational attainment in the 
population through better educated young co- 
horts. 


Finally, Panel C of the table measures the 
additional advantage that a high level of literacy 
provides in accessing further training opportuni- 
ties. The rate of participation in adult education 
and training is more than twice as high as for 
individuals who had high literacy skills than it was 
for those with low skills. This pattern is consist- 
ent across age groups. This suggests that adult 
training, by virtue of the working of the labour 
market, is not—or rarely—an instrument that al- 
lows workers with limited initial education and 
skills to improve substantially their educational 
situation. 


We proceed as in the previous section by 
analyzing the influence of selected factors on lit- 
eracy achievement. To do this, we use a least 
square regression of the document literacy 
scores (the actual individual literacy scores rather 
than discrete levels) on a number of relevant fac- 
tors. These independent variables are the same 
as in the analysis of the number of years of 
schooling. The impact of these factors on the lit- 
eracy scores is depicted in Table 8.5. Overall, 
men have a marginally higher level of literacy 
than women; younger people have a markedly 
higher level than their older counterparts. The 
education of the parents also makes a sizeable 
difference on literacy scores of respondents, 
particularly if parents had not completed high 
school. In comparison with skilled agricultural 
workers, literacy scores are affected positively 
for almost all other occupations. These can be 
grouped into two clusters: the professional oc- 
cupations (managers, professionals, technicians, 
clerks) leading to the highest positive difference 
with a 40 to 50 point advantage and the service 
and blue collar occupations with an advantage 
of about 25 points. The fact that the respond- 
ent’s mother works appears positively associated 
with higher literacy scores. In terms of the re- 
gional differences, literacy scores appear to be 
slightly higher in Ontario and Western Canada 
than in Quebec and the Atlantic provinces. This 
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is consistent with the distribution of educational 
attainment observed in the previous section. 


The results confirm that, other things being 
equal, young people achieve higher literacy 
scores. The literacy score is higher by about 50 
points on a scale that goes from 0 to 500. This is 
a substantial increase and implies that individu- 
als are moving from level 2 to level 3 in the lit- 
eracy classification. Men of the older generation 
had a literacy advantage over women, but this 
disappears in the younger generation. The influ- 
ence of the father’s occupation also diminishes 
significantly from the older generation to the 
younger. 


Undoubtedly, literacy skills are linked to edu- 
cational attainment. As one might expect, the 
higher the educational attainment, the higher the 
average level of literacy. However, there is a fairly 
wide dispersion of literacy skills around the av- 
erage at all levels of education. Such variations 
tend to be wider for older cohorts. This supports 
the notion that literacy skills may depreciate when 
such skills are not used in daily activities. Lit- 
eracy skills are also a strong co-determinant of 
access to further training opportunities. At any 
given level of education, individuals with higher 
literacy skills also have a higher probability of 
participating in adult education and training 
courses. 


4. Socio-Economic Background 


Taking stock of the main findings of the previous 
two sections, we look at the relationships be- 
tween labour market experience, education and 
literacy skills, adding the intergenerational dimen- 
sion by measuring the influence of the father’s 
occupation. 


A variable that represents socio-economic 
scores of occupations (SES) is used to measure 
labour market outcomes. This allows us to 
minimize problems associated with high sampling 
variability in some occupations. To do so we rely 
on an often used measure of the relative 
“importance” of an occupation.® The scale varies 
from a low of about 25 to a high of about 62, 
which is equivalent to a difference of 37 points 
between the occupations scoring the lowest and 
the highest. 


The data in Panel A of Table 8.6 shows that 
socio-economic occupational status increases 
significantly by level of education. The marginal 
benefits of education seems to rise as the level 
of education increases (as measured by the 


Table 8.5 


The Determinants of Document Literacy Scores: 
Least Squares Regression Results by Age 


Reference Category 


Gender (Women) 
Men 


Age (36 to 45 Years) 
16-25 
26-35 
46-55 
56 + 


Parental Education (Secondary Completed) 
Secondary Not Completed 
Post-Secondary 


Father’s Occupation (Skilled Agricultural) 
Armed Forces 
Managers 
Professionals 
Technicians 
Clerks 
Service Workers 
Craft Workers 
Plant and Machine Operators 
Elementary Occupations 
Never Worked 
Don’t Know 
Not Stated 


Mother Ever worked 
Rural 


Region of Birth (Ontario) 
Abroad 
Atlantic 
Quebec 
West 


Adjusted R? 
F statistics 
Number of Observations 


Total Population 26 to 35 Years 
247.2* 308.5* 
4.8** -7.0 
ener 
12.8* 
ital 
-19.4* 

-28.9* =a fees 
233 25 
67.1* 104.1* 

44.2* 19.8** 
50.6* 38.0* 
43.6* 11.8 
41.6* 252 
24.8" 1.1 
23.4" -13.1 
PASS -9.4 
4.3 -23.7** 
223 TEST 
-16.5* SSE 
30:08 -35.72 
21:87 113e* 
Asie -3.4 
-26.9* -33.9* 
-10.4* =113.9"** 
-12.1* -12.6** 
1.8 -9.9 
0.266 0.196 
68.3 ilegé 
4,650 924 
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46 to 55 Years 


260.2* 


18.0* 


-20.8* 
-28.3* 


-15.3 
(ASIA 
47.6* 
eh iy corey 
46.7** 
3.5 
2.3 
8.2 
-3.3 
0.0 
-63.3* 
-6.62 


4.7 
-8.3 
SAS, 
13.9 


0.138 
558) 
566 


Note: The reference categories are indicated by the parentheses ( ). For the results in the first column the reference category is 
women, 36 to 45 years of age, whose parent with the higher level of education had completed secondary school, whose 
father was a skilled agricultural worker, whose mother did not work, living in an urban area, and born in Ontario. The 
reference case for the results in the remaining columns is women, whose parent with the higher level of education had 
completed secondary school, whose father was a skilled agricultural worker, whose mother did not work, living in an urban 


area, and born in Ontario. 
* significant at 99% level. 
significant at 95% level. 
*** significant at 90% level. 


**k 
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Table 8.6 
Socio-Economic Occupational Score 
26 to 35 Years 46 to 55 Years All Ages 
(Socio-Economic Score) 
A. Education Level 
Secondary Not Completed 34.1 33.9 33.0 
Secondary 38.5 42.0 37.8 
Post-Secondary, Non-University 43.5 49.8 42.2 
University ads 50.6 49.1 
Total 40.8 41.6 38.6 
B. Document Literacy Level 
Level 1 33.3 34.8 32.4 
Level 2 37.5 38.7 36.8 
Level 3 40.7 42.0 40.6 
Level 4/5 47.5 51.8 45.0 
Total 40.8 41.6 38.6 


Note: The socio-economic occupational score is taken from Blishen et al. (1987) and is based on the level of education, income, 
and ratio of women in the occupation as defined in the 1981 Census. 


average socio-economic occupational score). In- 
dividuals with a high school diploma gain about 
five points over those who did not complete high 
school. In comparison, individuals with a univer- 
sity degree have a seven point edge over those 
with a non-university education. At all levels of 
education, except the university level, the older 
cohort has an edge over the younger cohort in 
terms of socio-economic occupational status. The 
likely explanation for this is that the older gen- 
eration draws its advantage from accumulated 
experience, thus allowing them to benefit from 
promotions. As expected, the higher the level of 
education, the higher the difference in the ad- 
vantage of the older cohort in terms of the socio- 
economic occupational status attained. The 
exception to this rule is the group of people hav- 
ing acquired a university degree. At the univer- 
sity level the older generation is on a par with 
the younger cohort. If the highly educated young 
people cannot claim the seniority or experience 
to rise to top management jobs, their presence 
is well noted among the professionals and highly 
skilled technicians. 


Panel B of the table provides a similar pic- 
ture, describing the relationship between socio- 
economic occupational status and the level 
achieved in document literacy. For both cohorts, 
the largest occupational gains are obtained when 
the workers are at the highest level of literacy. 
High levels of education as well as high levels of 
literacy are well rewarded in the labour market, 
and there does not seem to be any substantial 
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difference over time, other than what can be ex- 
plained by the experience acquired with age or 
seniority. 


As a result the following question is raised: 
do literacy skills enhance further occupational 
opportunities above and beyond their impact 
through educational attainment? Figure 8.2 
leaves no doubt about the answer. As expected 
socio-economic occupational status increases 
with the level of educational attainment, but this 
is further compounded by increasing literacy 
skills. The difference in socio-economic scores 
between low and high literacy skills also in- 
creases as the level of educational attainment 
increases. Hence, literacy skills play an impor- 
tant role in the determination of labour market 
outcomes. 


Does the labour market experience of par- 
ents affect the intellectual capital passed on to 
their children? To address this issue we exam- 
ine whether (at a given level of paternal educa- 
tion) the occupation of the father explains the 
educational attainment of children. In other 
words, fathers with a low education may have 
had good opportunities in the labour market and 
risen to occupations with a fairly high occupa- 
tional status score. Would this situation be re- 
flected in somewhat higher educational 
attainment of their children and does this con- 
trast with the educational outcomes of children 
whose fathers had the same level of education 
and a job in an occupation with a lower socio- 
economic score? 
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Figure 8.2 
Socio-Economic Occupational Score by Level of Educational Attainment 
and Document Literacy Skill Level of Respondent 


SES Score 
60 

YZ, Low Skills 
SOR in 

B High Skills 
40 ;- 
SOR ie 
PAO) 
lORSins 
0 

Secondary Secondary Post-Secondary, University Total 
Not Completed Non-University 


Education of respondent 


In Table 8.7 the average socio-economic 
occupational status scores of fathers are cross- 
classified by paternal education and child edu- 
cation. If the father’s occupation at a given level 
of education makes a difference to child educa- 
tion outcomes, then we would expect that on 
average the father’s socio-economic status score 
(at any given level of education) to be higher as 
the child’s level of education increases. This is 
actually the case. Respondents achieve higher 
educational outcomes concomitant with higher 
paternal socio-economic occupational scores at 
any level of paternal education. At each level of 
paternal education the gap in the socio-economic 
score between child outcomes at secondary not 
completed and university has a magnitude of 
about six points, approximately one-sixth of the 
full scale of scores.® 


These results show that the labour market 
experience of parents (as measured by the oc- 
cupational status) has an influence on the chil- 
dren’s educational attainment. Fathers with low 
levels of education who have managed to rise to 
high status occupations are better able to offer 
their children an environment where they could 
achieve higher levels of education. On the other 
hand, fathers who, despite their high level of edu- 
cational attainment, are in low status occupations 
(for their level of education) are more likely to 
have children with relatively lower education. 


5. Education Support Strategies 


How do these patterns come about? Do parents 
with higher education demonstrate strategies that 
are known to positively influence success in 
school? We hypothesize that the transmission 
of intellectual capital within the family is reflected 
in educational investment strategies that may 
materialize in different ways. The IALS identifies 
those individuals having children between 6 and 
18 years, and offers a number of variables that 
can be related to parenting strategies. We attempt 
to uncover a relationship between parental edu- 
cation and some proxies that may reflect the 
ability of parents to further their child’s educa- 
tion. 


We use a Series of logistic regressions that 
relate a specific activity to parental education and 
a number of additional factors for which it seems 
relevant to control. The sample is restricted to 
parents who say that they have at least one child 
between 6 to 18 years presently living with them 
(the sample size is 1,161). Five educational ac- 
tivities or characteristics of the children’s early 
experience are examined: [1] whether parents 
buy the books their children read; [2] whether 
the children are limited by parents in the amount 
of time they are allowed to watch television; 
[3] whether the children have a certain amount 
of time set aside each day for reading at home; 
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Table 8.7 


Socio-Economic Occupational Score of the Father, 
by Education Levels of Father and Child 


Child’s Educational Attainment 


Father’s Education Secondary Secondary Non-University University Total 
Not Completed Post- 
Secondary 


(SES Score) 


Secondary Not Completed Boro 36.4 35.3 39.3 Sone 
Secondary 38.1 39.8 43.3 44.5 41.5 
Post-Secondary 43.6 47.6 46.8 49.8 47.9 
Total 34.4 38.5 39.7 44.4 38.2 
Table 8.8 
The Probability of Using Parenting Strategies Important for Child Education 
Outcomes 
Parents Child Read Limit TV Time Set — Child Failed 
Buy Books __ Before Grade to Children Aside to at School 
One Read 
Parent’s Age 
16 to 25 Years 85.0 38.6 (So sheee 68.2 n.a. 
26 to 35 Years 82.2* 50.2 58.1 52.2 ee 
36 to 45 Years 68.3 51.8 54.9 47.6 3.1 
46 to 55 Years Seas a Tees 50.6 47.9 13:3" 
56 and Older 61.9 S255 50.9 44.5 PAST 
Parental Education 
Primary 61.8 SO) bee 48.0 48.7 4.8 
Secondary 59.5 48.1 55.8 42.9 4.1 
Post-Secondary, Non-University Vifta 53.6 62.3 43.2 1:9 
University 92.5* yess 59.4 67.7* a Ra he 
Family Income 
Bottom Quintile 61.7 44.7 59.3 42.9 ee 
Second Quintile 87.5* 51.6 56.8 55.9 11.4* 
Third Quintile 72.6 41.2 66.8 43.3 6.6 
Fourth Quintile Then TAROT: 45.1** 54.1 0.2 
Top Quintile 64.0 49.6 53.7 48.4 oom 
Child’s Current Education Level 
Primary 7ocan lefeygele 64.1* 56.32 3 One 
Secondary 57.2. 48.8 39.4 36.7 1.9 
Location 
Rural 84.5* 44.0* 64.2** 47.3 aks: 
Urban 68.7 55.5 53.4 50.0 as 


Note: Table entries are estimated probabilities from a logistic model. The detailed estimation results are available from the authors 
upon request. 
significantly different from reference group (in bold) at 99%. 
significantly different from reference group at 95%. 
significantly different from the reference group at 90%. 
n.a.: Because of the manner in which the dependent variable is created, the 16 to 25 year age group is not relevant, and has been 
omitted from the regression. 


* 
** 


ake 
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[4] whether the children learned to read before 
grade one; [5] whether the children failed at 
school (cumulated at least two years behind the 
normal grade for their age). We control for the 
age group of the parents, their level of education, 
the family income (classified by quintiles), 
whether the child was in elementary or secondary 
school, and whether the family lived in an urban 
or rural setting. 


Table 8.8 provides the probabilities derived 
from the regressions. (The detailed results are 
available upon request.) Higher education implies 
that parents are more likely to buy books for chil- 
dren to read. The likelihood that a child fails a 
grade is also substantially reduced when parents 
have higher levels of education. As for time set 
aside to read, it seems that only university edu- 
cated parents pay a lot more attention than all 
others. At the same time it is interesting to note 
that more attention is paid to reading time when 
the child is in primary school, the formative years 
for learning to read. There does not seem to be 
a clear strategy towards limiting TV watching 
time, but one may assume that this time may be 
limited de facto by the time consumed in other 
activities such as reading, without any need for 
parental intervention. Parental intervention is 
more frequent with younger children, those en- 
rolled in primary school. Learning to read before 
grade 1 is not associated with an attitude spe- 
cific to parents of a certain level of education: 
about one child of every two start learning to read 
before entering grade 1, whatever the parents’ 
educational attainment. One may see in this an 
effect of the extension of pre-school experience 
that cuts across the educational background of 
parents. 


In summary, parental support of children’s 
education is a reproduction of their own educa- 
tional background. One limitation of this analy- 
sis is that we are unable to analyse the final 
educational outcome of those strategies, that is 
the children’s educational attainment. The only 
firm conclusion from our analysis is that parents 
with higher levels of education tend to set their 
children on a successful path. 


6. Conclusion 


In this chapter we examine some inter- 
generational aspects of the transmission of in- 
tellectual capital. Our point of departure is that 
inherited intellectual capital likely plays a signifi- 
cant role in the ability of children to match or im- 
prove upon their parents’ educational attainment. 
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Our main conclusions are the following. [1] There 
is substantial upward educational mobility; about 
half of the children in our sample attain higher 
levels of education than their parents. [2] The rate 
of upward educational mobility is “naturally” de- 
clining as more people move to the highest level 
of education, thus reducing the number of chil- 
dren that can outstrip their parents’ level of edu- 
cation. [3] Inherited intellectual capital makes a 
lot of difference given that it is much more diffi- 
cult for children whose parents have not com- 
pleted high school to attain college or university 
level than it is for children whose parents have 
obtained a university degree. However, there 
seems to be evidence that the expansion of the 
college system has provided opportunities for 
some to reach post-secondary education. [4] The 
relative gap between children whose parents are 
at both extremes of the educational attainment 
spectrum does not seem to close as time goes 
by. There are even signs that the polarization of 
educational opportunities is on the rise. [5] Lit- 
eracy skills largely reflect educational attainment. 
However, at given levels of education, literacy 
scores show wide variations. These widen as age 
increases, indicating a possible loss of literacy 
skills when such skills are not regularly put to 
use. [6] In addition to educational attainment, lit- 
eracy is a significant predictor of one’s participa- 
tion in adult education and training. [7] Besides 
education, experience gained at working in some 
occupations may be an important addition in the 
transmission of intellectual capital. [8] Literacy 
skills also enhance one’s ability to move up the 
occupational ladder. [9] Parents’ educational in- 
vestment strategies reflect their own educational 
background and the need to perpetuate their 
knowledge and education to their children. 
Parents with high levels of education adopt more 
often strategies to set their children on a suc- 
cess path than parents with less education. 


Undoubtedly, the family is an essential lo- 
cus for the transmission of intellectual capital. 
The family can bring hope to some or it can per- 
petuate intergenerational inequities. Is the edu- 
cation system up to the challenge of providing 
education opportunities that so many need? Is 
the education system able to provide equal op- 
portunities to all? A wide range of government 
policies touch on issues related to the importance 
of human capital for the development of our so- 
ciety and the success of our economy: educa- 
tion and labour market-related information and 
counselling, accessibility to higher education, 
income support for further education and train- 
ing, adequate child care facilities, economic and 
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employment security. Are these policies set in 
place to cater to the needs of those whose hori- 
zon might be limited by virtue of birth? Recently, 
a Canadian university advertised on a commer- 
cial billboard using those words: “Not everyone 
inherits the family business. No one’s about to 
hand you your future.” In fact, it seems that the 
future of many Canadians is, to a large part, in 
the hands of their parents. 


Notes 


We wish to thank Jac-André Boulet, Emile Allie, 
and an anonymous referee for their useful com- 
ments on earlier versions of this chapter, as well 
as René Morissette for technical assistance. 


' This implies that 17.1% of male respondents 
and 14.5% of female respondents are not in- 
cluded in the analysis. There was no attempt to 
impute missing data, nor to reweight after ex- 
clusion of observations with missing 
information. An appendix available upon re- 
quest examines the distribution of respondents 
not knowing their parents education and not 
stating their own or their parents’ level of edu- 
cation in more detail. 


hO 


This involves excluding a total of 303 individu- 
als (or 5.3 % of the sample). Of these, 295 
individuals are between the ages of 16 to 25, 
five are between 26 and 35 years (3.5%), and 
three are 36 to 45 years (0.5%). 


The original data in the survey classify educa- 
tional attainment in seven or eight categories. 
We have used these categories to determine 
the number of “educationally mobile,” but we 
have aggregated the results in three catego- 
ries of parents’ education to produce the 
estimates. 


wo 


* The rising proportion of people obtaining post- 
secondary credentials is borne out by the 
following figures: 


Parents Parents Older Younger 
of Older of Cohort Cohort 
Cohort Younger 
Cohort 
Proportion with 
Community 
College 9.1 11.9 15:2 22.9 
Proportion with 
University 3:9 14.4 Sh 16.1 


These numbers relate to proportions, but given 
that there was a large increase in the popula- 
tion over the last decades, they imply that a 
considerable number of people went into post- 
secondary institutions and compieted their 
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degrees. The increase in the proportion of par- 
ents in the two cohorts with a post-secondary 
education is sufficient to explain the reduction 
in the potential for upward mobility between the 
two cohorts. 


oa 


The calculation of the socio-economic scores 
is taken from Blishen et al. (1987). In this work 
based on the 1981 Census, socio-economic 
scores are computed for each occupation on 
the basis of three variables: the level of edu- 
cation, the income, and the ratio of women in 
the occupation. We adopted the scores given 
by Blishen et al. to the 4-digit occupations in 
the Canadian Classification and Dictionary of 
Occupations (CCDO). We transposed the clas- 
sification into the Standard Occupational 
Classification 1980 (SOC) and weighted the 
scores with the labour force by SOC 1980 oc- 
cupations in the 1991 Census of Population to 
arrive at socio-economic scores for the 2-digit 
level of occupations (21 occupations). This gave 
us the following scores: Managerial, Adminis- 
trative 56.78; Natural Science 61.78; Social 
Science 56.30; Religion 50.48; Teaching 61.61; 
Medicine 55.65; Artistic 43.62; Clerical 37.97; 
Sales 36.55; Service 29.35; Farming 27.16; 
Fishing 25.22; Forestry 30.04; Mining 42.08; 
Processing 34.25; Machining 41.17; Fabricat- 
ing 37.94; Construction 37.75; Transportation 
36.56; Materials Handling 31.25; Other Crafts 
43.04; and, Not Stated 29.94. We use a more 
detailed classification of occupations than pre- 
viously to produce a richer scale of the 
occupations, free from the constraints of regres- 
sion analysis. 


cop) 


Unfortunately, the sample size is too small to 
permit a replication of this table for the two co- 
horts separately. Therefore we cannot 
determine if the magnitude of the influence of 
father’s occupation has changed over time. 
However, the regression results presented in 
the previous two sections have led us to think 
that this influence has decreased between the 
two generations. 
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Chapter 9 


Health Care Utilization During the First Year of Life: 
The Impact of Social and Economic Background 


TAMARA KNIGHTON, CHRISTIAN HOULE, JEAN-Marie BERTHELOT AND CAM MustarpD 


Socio-economic status—as measured by in- 
come, education and occupation—is a complex 
phenomenon used to describe social inequities. 
It is well known that people in lower socio- 
economic categories experience higher mortal- 
ity rates and poorer health than those further up 
the social ladder. In addition, differences in health 
by socio-economic status are most pronounced 
in early and late mid- life.’ However, it is not 
clearly understood why this is so. Selection ef- 
fects, individual adult life experiences, or early 
childhood experiences may all play a role (House 
et al. 1990; Hertzman 1993). But one important 
impediment to understanding these patterns has 
to do with the fact that socio-economic status 
may be both the cause and the result of ill health: 
for example, low-income may lead to a life of poor 
health, or poor health may predispose people to 
a life of low-income. Furthermore, many meas- 
ures of socio-economic status are ecologically 
based, that is to say they measure the status of 
the area in which individuals resides, not the in- 
dividuals’ actual socio-economic status. 


In the case of infants, however, the causal 
relationship is more straightforward: socio- 
economic status influences health, but ill-health 
is less likely to reduce family income or alter pa- 
rental education. Yet the literature has been 
largely focused on the adult population. An un- 
derstanding of differences in health utilization 
during infancy by socio-economic status may, 
therefore, contribute to a better understanding 
of the health outcomes or behaviours associated 
with socio-economic environment. It may also 
provide insight into the relationship between early 
childhood experiences and health outcomes in 
later life. 


Parental income, education, and occupation 
have been shown to influence childhood health. 
In particular, low socio-economic status is related 
to low birth weight, higher mortality, and higher 
incidence of various morbidities and behavioural 
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problems.” The focus of the literature has typi- 
cally been on the influence of socio-economic 
status on various diseases rather than on over- 
all health use. In part this is due to the fact that 
differences in the use of health services across 
socio-economic groups may reflect differences 
in health status, but also differences in behav- 
iour with respect to the health delivery system. 


For example, some studies have shown that 
higher use of preventive care is related to higher 
socio-economic status (Newacheck et al. 1995; 
Pill, Peters and Robling 1995; Newacheck and 
Halfton 1988). Clinical practice standards in in- 
fant health emphasize not just the treatment of 
symptoms and illness during early childhood, but 
also “well” baby care (meaning the immuniza- 
tion and monitoring of infant development for the 
onset of congenital and developmental deficits). 
It has been established that appropriate preven- 
tive health care during infancy improves the short 
and long-term health of the child (Redman et al. 
1992). The implication is that inadequate preven- 
tive care during infancy could set in motion proc- 
esses detrimental to health, processes that cannot 
be reversed even if the initial cause is subse- 
quently addressed (Williams 1990). In this sense 
the relationship between higher socio-economic 
status and health is not direct, but related to how 
the health care system is used and delivered. 


To the best of our knowledge there have 
been no Canadian studies providing a compre- 
hensive overview of socio-economic disparities 
in health care utilization during infancy, encom- 
passing both hospital and ambulatory care as well 
as preventive and treatment-oriented care. In this 
chapter we describe an analysis that is intended 
to fill this void. Our work is based upon a unique 
data set that provides an opportunity to examine 
the effects of parental socio-economic status on 
infant health use during the first year of life. We 
are able to link socio-economic information 
on individuals from the 1986 Canadian Census 
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with comprehensive hospital and medical care 
utilization data for the province of Manitoba. Our 
analysis has two objectives: [1] to examine socio- 
economic differences in health care utilization 
during the first year of life; and [2] to examine 
socio-economic differences in the use of preven- 
tive and curative health care. 


We find that parental socio-economic sta- 
tus has an impact on infant use of health serv- 
ices during the first year of life, but parental 
education seems to exert a stronger influence 
than income. Infants born to parents whose edu- 
cation levels place them in the bottom 25% of 
the population tend to be more likely to use treat- 
ment care services and less likely to use pre- 
ventive care services, than infants whose parents 
had more education. This education effect un- 
derlines the importance of behavioural factors— 
in addition to material resources—in explaining 
health inequalities during the first year of life. 


1. Methods 


The data base associated with the “Linked Cen- 
sus—Manitoba Health Services Insurance Plan 
Project” is the source of our information. This data 
base was created through a collaborative effort 
between the Government of Manitoba, the Uni- 
versity of Manitoba, and Statistics Canada to 
assess the analytical benefits of linking adminis- 
trative health care records with the 1986 Census 
data. As a part of this project individual socio- 
economic status information (household income, 
and educational attainment) from the Canadian 
Census conducted in June of 1986 is linked with 
data from the Manitoba Health Services Insur- 
ance Plan longitudinal files. The linked data con- 
sists of hospital discharge records and physician 
services claims covering the seven fiscal years 
between 1983 and 1989, and 1986 information 
for those completing the more detailed Census 
questionnaire (the 2B Form). The information on 
hospital separation records includes: type of visit; 
primary and subsequent diagnoses codes; clini- 
cal procedure codes; and date of admission and 
separation. Additionally, newborn separation 
records contain information on birth weight and 
gestation period, while physician services claims 
contain information relating to a billable physi- 
cian service such as diagnostic code, tariff code, 
net fee charged for service, and date for service. 
All health records contain a unique personal iden- 
tification number that permit the linkage of hos- 
pital records and medical encounters to produce 
comprehensive individual histories of health care 
utilization. 
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The linked data are based on a stratified 
random sample of 47,935 individuals in 16,627 
private or collective dwellings representing the 
Manitoba population as of Census day June 3, 
1986. Details of the sampling methodology, link- 
age, and quality evaluation are provided in Houle 
et al. (1996) and David et al. (1993). Our analy- 
sis is based on a study sample of infants born 
between June 4, 1986 and March 31, 1989 to 
women in the sample living in private household 
dwellings. However, infants who migrated out of 
the province during their first year of life are ex- 
cluded, and birth event results are reported only 
for infants who are born in and discharged from 
the hospital. The sample is made up of 1,882 
infants. A Manitoba administrative file identifying 
babies born to women in the sample was used 
to obtain these individuals. Each infant had a 
unique personal health information number that 
was used to obtain health services data. Health 
services records are obtained for a one year pe- 
riod from the date of birth, representing 2,660 
hospital discharge records and 27,200 ambula- 
tory (non-hospital) physician services claims. 


Two measures of socio-economic status de- 
rived from 1986 Census data are used: house- 
hold income and maternal education. Household 
income refers to the total income received by all 
persons 15 years of age and over in the house- 
hold during the calendar year 1985 from wages 
and salaries, self-employment income (non-farm 
and farm), government transfer payments, invest- 
ment income, and other income. The value was 
adjusted for household size. Maternal educa- 
tion is based on the number of years of school- 
ing and was derived using the highest grade (1 
to 13) of secondary school completed, the 
number of years at university or other post sec- 
ondary institutions, and the degrees, certificates 
or diploma obtained. Years of schooling ranged 
from zero (representing no schooling) to 19 (rep- 
resenting a PhD). 


Three additional risk factors are included in 
the analysis: short gestation period, low birth 
weight, and maternal age. Gestation period and 
birth weight are provided on the hospital birth 
record; short gestation period is defined as a 
gestation period of less than 37 weeks; and low 
birth weight is defined as a birth weight less than 
2,500 grams. Maternal age is obtained from the 
census file and is treated as a continuous vari- 
able in the analysis. 


We examine three types of health utilization: 
hospital admissions, ambulatory treatment care 
visits, and ambulatory preventive care visits. 


Hospital admissions include admissions of at 
least one day in length, and are all considered to 
be treatment oriented. Hospital transfers are as- 
sociated with the initial hospital admission and 
treated as one visit, and visits of 60 days or more 
are capped at 60 days. Ambulatory treatment 
care visits pertain to care received for the man- 
agement of an acute or chronic disease or con- 
dition. High frequency treatment care is identified 
using the top 25% of visits based on a weighted 
frequency distribution. This amounts to 10 or 
more visits during the year. Finally, ambulatory 
preventive care visits is defined as any type of 
care received whose primary purpose is to pre- 
vent disease or promote health. The following— 
based upon information provided by 
physicians—are considered as preventive con- 
tacts: health supervision of an infant or child; 
general medical examination; and immunization 
and vaccination. High frequency preventive care 
is based on the top 25% of visits. Using a 
weighted frequency distribution this turns out to 
be five or more visits during the year. (The analy- 
sis uses weighted data from a complex design 
sample to represent infants born in Manitoba on 
Census day in 1986.) 


Hospital costs are derived by multiplying per 
diem hospital charges by the length of stay. 
Hospital per diem charges (fiscal year 1991-92) 
are obtained from the Population Health Infor- 
mation System at the Manitoba Centre for Health 
Policy and Evaluation. Ambulatory care costs are 
constructed using the associated fee provided 
by Manitoba Health Services Insurance Plan for 
the service rendered by the physician. Labora- 
tory tests and imaging tests are included in the 
calculation of ambulatory care costs. All costs 
are measured in 1986 dollars defined using the 
health care component of the Consumer Price 
Index. 


2. Results 


We present results for four types of utilization: 
[1] hospital contacts resulting from the birth event; 
[2] hospital contacts during the first year of life 
excluding the birth event; [3] treatment oriented 
ambulatory medical care contacts; and [4] pre- 
ventive oriented ambulatory medical care con- 
tacts. 


The Birth Event 


A significant negative relationship exists between 
both income and education, and short gestation 
period. For example, infants with short gestation 
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are twice as likely to be born to parents in the 
lowest education quartile than in the highest edu- 
cation quartile (see Table 9.1). A similar relation- 
ship exists with respect to low birth weight: higher 
education or higher income are associated with 
lower chances of low weight births. 


The average length of hospital stay for the 
birth event was slightly higher for those in the 
lower income and education quartiles, but the 
difference in the means between the highest and 
lowest quartile does not appear, according to a 
t-test, to be statistically significant. 


Overall 41.6% of newborn births had diag- 
noses associated with the fetal period or the birth 
event. Perinatal morbidity accounts for the ma- 
jority of the reported diagnoses (87.6%) followed 
by congenital anomalies (10.7%).° There are no 
significant differences across education and in- 
come categories in the percentage of infants with 
any morbidity. (Roughly 40% of births in all in- 
come and education quartiles experience any 
morbidity.) 


Hospital Use Duing the First Year of Life 


The use of hospital resources is a function of the 
admission rate, and the average length of stay. 
Both of these factors are negatively associated 
with socio-economic status. Socio-economic sta- 
tus differences in hospital admission rates are 
most pronounced in the lowest quartile relative 
to the other quartiles (Table 9.2, Panel A).* Hos- 
pital admission rates are approximately twice as 
high for those in the lowest income or education 
quartile compared to those in the highest quar- 
tile. Infants in the lowest socio-economic status 
quartile are also more likely to have a higher fre- 
quency of hospital visits. This difference is most 
pronounced for education, with the rate of infants 
experiencing two or more hospital visits in the 
lowest quartile being twice the rate of those in 
the second lowest quartile and four times the rate 
in the highest two quartiles. 


In addition, infants in the lowest socio- 
economic status groupings spent more days in 
the hospital during their first year of life. Of 
infants who visited a hospital, those in the low- 
est income quartile spent on average 8.5 days in 
the hospital versus 4.5 days for those in the high- 
est income quartile. Similarly, those in the low- 
est education quartile spent an average of 9.4 
days in the hospital compared to 5.8 days for 
those in the highest education quartile.° 


We also conduct a multivariate analysis that 
simultaneously controls for the impact of income, 
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Table 9.1 
Household Income, Maternal Education and the Birth Event 
Short Gestation Period Low Birth Weight Average Hospital Stay 
(less than 37 weeks) (less than 


2,500 grams) 


(per 1,000 Births) (Days) 
A. Household Income Quartile 
Lowest 69 59 4.9 
Second 66 52 4.8 
Third 43 26 4.4 
Top 42 21 4.5 
B. Maternal Education Quartile 
Lowest 78 63 4.6 
Second 60 49 Bye 
Third 47 29 4.6 
Top 36 38 4.4 

Table 9.2 


Hospital Admissions, and Ambulatory Care During the First Year 
of Life by Socio-Economic Status 


Bottom Second Third Top 
Quartile Quartile Quartile Quartile 


(per 100 Infants) 
A. Hospital Admissions 


Income 
At least One Visit 19.8* 15.4* 13.7* 11.2* 
Two or More Visits Bron Bie Ame 0.9* 
Education 
At least One Visit 24.9* 12.8* 11.2* 11.5* 
Two or More Visits 8.0* SP Ay 2.0* 2.25 


B. Ambulatory Treatment Utilization 


Income 
At least One Contact 96.0 95.8 95.8 93.9 
High Frequency Contact! 29.1 27.9 Boal 21.6 
Education 
At least One Contact 93.2 96.8 96.1 95.7 
High Frequency Contact' 28.4* 26.4* 26.2* 2125 


C. Ambulatory Preventive Care Utilization 


Income 
At least One Contact 89.2* O3i2. 94.2* 96.9* 
High Frequency Contact? 21.6 27.4 25.4 32.1 
Education 
At least One Contact 86.7* 94.5* 97.2* 94.8* 
High Frequency Contact? 18.9* 2109 28.1* 30.9* 


' Ten or more visits 

* Five or more visits 

* Indicates that row elements are significantly different from each other at 0.10 level of significance. 
Shaded indicates that row elements are significantly different from each other at 0.05 level of significance. 
Bold __ indicates that row elements are significantly different from each other at 0.01 level of significance. 
Bold* _ indicates that row elements are significantly different from each other at 0.001 level of significance. 
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Table 9.3 


Hospital Admissions and Ambulatory Care by Socio-Economic Status: Logistic 
Regression Estimates of the Odds Ratios 


Hospital 
Admissions 
Odds Marginal 
Ratio Significance 
Level 
A. Undadjusted Model 
Bottom Income Quartile 1.99 0.0002 
Second Income Quartile 1.45 0.06 
Third Income Quartile 1.26 0.25 
Bottom Education Quartile 2.59 0.0001 
Second Education Quartile tas 0.54 
Third Education Quartile 0.96 0.85 
B. Adjusted Model 
Bottom Income Quartile 1.34 (OARS 
Second Income Quartile ed 2 0.58 
Third Income Quartile eae 0.58 
Bottom Education Quartile 1.95 0.0006 
Second Education Quartile 0.98 0.92 
Third Education Quartile 0.87 0.52 
Low Birth Weight 2.95 0.0001 
Maternal Age 0.96 0.007 


High Frequency High Frequency 


Ambulatory Ambulatory 
Treatment Care Preventive Care 
Odds Marginal Odds Marginal 
Ratio Significance Ratio Significance 

Level Level 
1.50 0.007 0.59 0.003 
1.40 0.03 0.82 0.15 
1.09 0.58 0.73 0.02 
1.48 0.009 0.54 0.0001 
1.33 0.06 0.88 0.38 
1.32 0.07 0.89 0.41 
1.36 0.05 0.69 0.02 
1.29 0.11 0.89 0.42 
1.06 0.71 0.76 0.06 
127, 0.16 0.59 0.001 
1.23 0.19 0.93 0.63 
1.28 0.12 0.91 0.53 
2.45 0.0001 0.87 0.59 
0.99 0.71 1.00 0.98 


Note: Unadjusted Model refers to separate models in which only income, or only education are used. 
Adjusted Model refers to a model in which income and education appear simultaneously, as well as low birth weight and 


maternal age. 


education, low birth weight, and maternal age on 
the probability of one or more hospital admis- 
sions during the first year of life. This involves 
the use of logistic regression. Two alternative 
models are estimated: in the first, income and 
education are examined independently of other 
factors (labelled the Unadjusted Model in Table 
9.3); in the second, these other factors are 
simultaneously controlled for (the Adjusted Model 
in Table 9.3). When examined independently, 
income and education are positively associated 
with the probability of having one or more hospi- 
tal visits during the first year of life, but the im- 
pact of education is more notable. Children in 
the lowest household income and maternal edu- 
cation quartiles have the highest probabilities of 
hospital admission. For example, those born to 
parents in the bottom income quartile are 1.99 
times as likely to experience one or more admis- 
sions than those born to parents in the top 25%, 
and those born to a mother in the bottom educa- 
tion quartile are 2.59 times more likely to do so 


than their counterparts in the top quartile. How- 
ever, when low birth weight, maternal age and 
the other socio-economic status measure are 
controlled, education—but not income—remains 
significantly associated with the risk of one or 
more hospital admissions, as illustrated in the 
first and second columns of Table 9.3. 


Ambulatory Care Visits 


Almost all infants experience a treatment care 
visit during their first year of life, and there is no 
significant relationship with socio-economic sta- 
tus (Table 9.2, Panel B). However, a negative 
relationship does exist between socio-economic 
status and high frequency of contact. In the case 
of income, there appears to be a threshold effect 
between the bottom two quartiles and the top two 
quartiles. With respect to education, a lower rate 
is evident in the highest quartile, but similar rates 
in the remaining quartiles. 
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Table 9.4 
Average Health Care Utilization Costs per Person-Year 
by Type of Care and Socio-Economic Status 
(1986 Dollars) 


Hospital Care Ambulatory Care Total Costs 
Hospital Medical Treatment Preventive 
Costs Costs 
(Costs per Person, 1986 Dollars) 

Household Income Quartile 
Lowest 851 77 267 69 1,264 
Second 810 79 258 76 i223 
Third 361 Bs 222 80 718 
Top 231 45 201 87 564 
Maternal Education Quartile 
Lowest Vee 69 254 65 1,540 
Second 398 72 244 81 795 
Third 391 62 242 84 779 
Top. 327 55 212 82 676 


When considered independently both in- 
come and education are significantly related to 
high frequency ambulatory treatment care. In- 
fants at higher risk of treatment care are those in 
the lowest two income quartiles and those in the 
lowest education quartile relative to their coun- 
terparts in the highest quartile. However, when 
all variables are included in a regression model 
education no longer remains significantly related 
to high treatment care (Table 9.3). 


There is a positive association between 
ambulatory preventive care contact and socio- 
economic status. As income increases so does 
the percentage of infants who have at least one 
preventive care visit during the first year of life 
(Table 9.2). In addition, those in the higher in- 
come and education groupings have higher rates 
of high frequency (five or more visits) preventive 
care. Income and education remain positively 
associated with ambulatory preventive care when 
low birth weight and maternal age are controlled 
for (Table 9.3). Infants in the lowest income quar- 
tile had 69% the chances of high frequency pre- 
ventive contact relative to those in the highest 
quartile. The difference was larger across edu- 
cation categories with those in the lowest quar- 
tile having only 59% the chances of high 
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frequency preventive contact relative to those in 
the highest quartile. 


Health Care Costs 


Average health care utilization cost per person- 
year by socio-economic status and type of care 
are depicted in Table 9.4. Income levels and the 
amount of dollars of health care consumed move 
together, but in opposite ways. The amount of 
money spent per person-year decreases as 
household income increases, with more than 
twice as much money being spent on infants in 
the lowest income quartile relative to those in the 
highest quartile. With respect to education, a 
threshold effect seems to be apparent: those in 
the lowest education quartile consume more dol- 
lars per person-year compared to the other quar- 
tiles. The cost difference across quartiles is 
mainly attributable to differences in hospital costs. 
With respect to type of care, a negative relation- 
ship exists between treatment care costs (both 
hospital and ambulatory) and income and edu- 
cation. As income and education increase less 
dollars are spent per person. In contrast, a posi- 
tive association exists between preventive care 
costs and socio-economic status, with costs per 
person-year increasing with higher income and 
education. 


3. Conclusion 


In this chapter we add to the literature on the 
relationship between socio-economic status and 
health by providing an analysis of the relation- 
ship between hospital and ambulatory medical 
care utilization during the first year of life and 
individual based measures of income and edu- 
cation. When income and education are exam- 
ined independently we find that: [1] infants whose 
parents have a low level of education face a 
higher risk of hospitalization, and a higher risk of 
frequent treatment care while using preventive 
care less frequently; [2] education has a stronger 
influence than income on the risk of hospitaliza- 
tion and preventive care use. When income, edu- 
cation, maternal age, and low birth weight are 
simultaneously controlled for, the role played by 
income in determining hospitalization risk dimin- 
ishes, while the role played by education in de- 
termining the risk of high frequency treatment 
care diminishes. Our analysis suggests that these 
measures are capturing different dimensions of 
the socio-economic environment. It is likely that 
income and education reflect different ways in 
which social factors may influence health and 
health behaviour. 


Various explanations for the relationship 
between socio-economic status and health have 
been put forth (Adler et al.1994; Marmot et 
al.1987). One possibility is a so-called “selection 
hypothesis” in which the direction of causality 
runs from health status to socio-economic posi- 
tion (Mackenbach et al. 1994). This hypothesis 
is not supported by our research since we ex- 
amine the health of infants and obtain socio- 
economic information before their birth. Conse- 
quently the observed relationships between 
income and education on the one hand, and 
health care utilization on the other hand can be 
considered causal with the direction of causality 
running from socio-economic status to health 
care, and not in the opposite direction. 


Another explanation has to do with the pos- 
sibility that socio-economic status influences bio- 
logical functions that in turn influence health 
status. According to Adler et al. (1994) little is 
known about how this hypothesis operates since 
components of socio-economic status—income, 
education, and occupation—are enmeshed in key 
aspects of life. For example, they describe four 
life domains: [1] one’s physical environment and 
associated exposures to pathogens, carcino- 
gens, and other environmental hazards; [2] the 
social environment including the degree of ac- 
cess to social resources and support; [3] 
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socialization and experiences; and [4] health 
behaviour. Within these domains many specific 
variables may contribute to the relationship be- 
tween socio-economic status and health. 


The use of both income and education in 
our work is helpful to an understanding of the 
relationship between health care use during the 
first year of life and socio-economic status. Sev- 
eral researchers have grouped the underlying risk 
factors associated with health differences into two 
categories: material risk factors and behavioural 
risk factors. Material risk factors include the 
financial resources needed to purchase goods 
and services necessary (adequate housing and 
living conditions) to achieve and maintain good 
health (Mackenbach et al. 1994; Feinstein 1993). 
Behavioural risk factors reflect one’s social envi- 
ronment. They are defined by Feinstein (1993: 
p. 307) as individual characteristics that do not 
necessarily require a greater expenditure of fi- 
nancial resources or that cannot be purchased 
directly with money, yet which are important in 
achieving a healthy state. There is no consen- 
sus on the relative importance of behavioural ver- 
sus material explanations of health inequalities. 
However, if one considers that income represents 
a proxy for material risk factors while education 
represents a proxy for behavioural risk factors, 
behavioural risk factors appear to have a pre- 
dominant influence in our data. 


Knowledge about the way in which income 
and education exert their influence would facili- 
tate the development of appropriate interventions 
for specific sub-populations (Gazmararian et al. 
1996). Education may operate through individual 
behavioural patterns associated with both ad- 
verse outcomes and education. For example, our 
analysis is unable to control for maternal smok- 
ing, a factor known to increase the risk of low 
birth weight and respiratory ailments during in- 
fancy (Bell and Lumley 1992; Redman etal. 1992; 
Lumley et al.1985; Morrison et al. 1989). 


The influence of education could also oper- 
ate through health-enhancing behaviour. Others 
have also found a relationship between educa- 
tion and preventive care. Redman et al. (1992) 
examine the relationship between six 
infant-associated preventive health practices and 
familial demographic variables, and find that 
women who did not undertake preventive health 
practices are more likely to be less educated. 
Since we observe a threshold effect, a profile of 
behavioural factors—both health-damaging and 
health-enhancing—between infants in the low- 
est education quartile and infants in the other 
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quartiles may provide additional insight into the 
underlying mechanisms of education’s effect. 


Other studies that focus on the relationship 
between income and health utilization have ob- 
tained results similar to ours: poor children tend 
to use preventive care services less often and 
have higher rates of hospitalization and emer- 
gency care use (Navarro-Rubio et al. 1995; 
Williams et al. 1995; Egbuono and Starfield 1982; 
Kleinman et al. 1981). Most studies are con- 
ducted in the context of a private medical care 
system, but at least one other study in addition 
to ours examines socio-economic status and pre- 
ventive health care use under a national health 
care system. Using survey data for Spain, 
Navarro-Rubio et al. (1995) find a positive rela- 
tionship between preventive health care use by 
children and the socio-economic status of their 
families. The authors find a strong relationship 
linking both education and income to preventive 
care. That is, although socio-economic effects 
are most pronounced at the lowest levels, they 
persist at all levels. We observe such a relation- 
ship only for income. The presence of an income 
gradient suggests that insurance coverage is not 
the sole determinant of health status differentials 
among infants. 


Caution is needed when quartiles for income 
and education are used. It can, for example, be 
argued that the use of quartiles results in a loss 
of information. Our finding that differences only 
exist for infants in the lowest education quartile 
suggests the possibility that within this quartile 
there are subsets of infants with extremely high 
risks for low preventive care services and high 
treatment care use. A more detailed breakdown 
would probably provide even greater insight into 
the observed relationship, but our sample size 
is limiting in this respect. 


Childhood experiences are believed to in- 
fluence outcomes in later life, but there are no 
agreed upon mechanisms. Two explanatory mod- 
els described by Hertzman (1993) suggest that 
childhood experiences could: [1] operate within 
a Critical period (early in life) during which one is 
susceptible to discrete events that will have a 
strong independent effect in later life; [2] operate 
via a pathways model in which the cumulative 
effect of life events and ongoing life conditions 
affect ones health. If one believes in the path- 
ways model, the results from this chapter sug- 
gest that socio-economic differences in health 
care utilization are events that could cumulate. 


Statistics Canada — Catalogue No. 89-553-XPB 


Finally, our findings dealing with health care 
costs imply higher health care utilization costs 
for those in the lowest two income quartiles, and 
the lowest education quartile. Higher spending 
among lower socio-economic groups is mainly 
attributable to hospital costs. Our hospital cost- 
ing methodology uses standard per-diem costs 
rather than case-costing. This methodology may 
overestimate hospital costs for infants with longer 
lengths of stay, a pattern that occurs more often 
in the lower quartiles. In addition we examine the 
reason for hospital stays, and these may be as- 
sociated with relatively higher or lower costs. 
However we use hospital specific, rather than a 
global, per diem cost. Our findings indicate that 
the relative costs by quartile translate into sig- 
nificant differences in costs expenditure. On the 
other hand, the high use of preventive services 
in the higher quartiles implies negligible differ- 
ences in expenditures. If one considers that pre- 
ventive care mitigates the need for treatment 
care, equalization of preventive care may be a 
cost effective medical approach. 


There is a possibility of taking this analysis 
further. For example, a larger sample size would 
permit a finer breakdown among those in the low- 
est socio-economic quartile. This group may con- 
tain individuals with extremely high risks for high 
treatment care use and low preventive service 
use. More detailed analysis could also focus on 
the distribution of behavioural and material risk 
factors among the quartiles in order to test the 
hypothesis that differences in health use during 
the first year of life are attributable to differential 
distributions in risk factors across socio-economic 
groups. 


Notes 


The authors wish to thank Shelley Derksen, Geoff 
Dougherty, Michael Wolfson, and two anonymous 
referees for their comments on an earlier draft. 
However, the final responsibility for the analysis 
rests solely with the authors, and in particular 
should not be attributed to Statistics Canada or 
the Manitoba Centre for Health Policy and Evalu- 
ation. 


‘For example, see Adler et al. (1994), 
Mackenbach (1992), House et al. (1990), 
Marmot et al. (1987) as well as Mustard et al. 
(1995). 


2 On the relationship with birth weight see Katz 
et al. 1994, Mustard and Roos 1994, Starfield 


1992; with respect to mortality see Lumey and 
Reijneveld 1995, Singh and Yu 1995, 
Nordstrom et al. 1993, Nelson, 1992, and 
Neresian 1988; morbidities are studied by 
Roberts et al. 1996, Durkin et al. 1994, Victora 
et al. 1994, Hertzig, 1992, Margolis et al. 1992, 
and Starfield, 1992; finally Gortmaker et al. 1990 
offer evidence relating to behavioural problems. 


More details are available from the authors upon 
request. 


It should be noted that our analysis of hospital 
admissions includes nursing station 
admissions, which account for approximately 
5% of all hospital admissions. Nursing stations 
are located in remote northern communities and 
may not provide treatment to children in the 
same way as a hospital. However, we did 
perform the analysis excluding nursing stations, 
and the results did not change. 


ies) 


f 


° These differences are statistically significant. 
More details are available from the authors. 


®We also conducted the analysis using 
continuous measures of income and education 
rather than the discrete levels reported in Table 
9.3. The results are the same, and are available 
upon request. 
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Chapter 10 


Eternal Youth? Changes in the 
Living Arrangements of Young People 


Dominique MeuNIER, PAUL BERNARD AND JOHANNE BOISJOLY 


To some important degree young people 
establish their living arrangements in response 
to the constraints and opportunities created for 
them by previous generations. In fact, the very 
definition of what it means to be a youth is at the 
core of this intergenerational relationship since 
it determines the appropriate way for people to 
live when they are of a particular age. The nature 
of the family, the structure of the school system, 
and the opportunities for work are the central 
institutions determining the transition to 
adulthood, and the associated “living 
arrangements.” For example, to Galland (1985, 
1993), youth is a process of social establishment, 
through which people move from the dependency 
of childhood to various forms of autonomy in 
adulthood: it involves moving away from the 
family of origin and forming a couple, after having 
concluded the preparatory stage of schooling and 
acquired a relatively independent means of 
subsistence. In Canada, this is no longer an 
orderly sequence of events. The stages last 
longer, and they collide with one another: 
previously incompatible statuses now coincide, 
previously irreversible changes are now 
reversible. Our objective in this chapter is to 
document these changes. 


Many North American researchers have 
focused on one key aspect of the transition from 
youth to adulthood, the changing propensity of 
unmarried young adults to leave home (Boyd and 
Pryor 1989, Boyd and Norris 1994). Goldscheider 
and Goldscheider (1994), however, decompose 
this single event into three broad avenues: family 
formation (marriage, or the formation of a non- 
traditional family via cohabitation and single 
parenthood), semi-independence (either to 
attend school, or to enter military service), and 
non-marital independence (either to take a job, 
or simply to live independently). This approach 
is closer to Galland, and we adopt it in this chapter 
to study changes in the living arrangements of 
young men and women. 
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We define “living arrangements’ along three 
major dimensions. First, relations of 
cohabitation, reflecting with wnom young people 
share their daily lives. This sharing may involve 
living with parents, living as an independent 
couple, living alone or in a household with non- 
relatives, in a single parent household, or ina 
non-conventional familial household. Second, 
relations to schooling, which may require more 
or less of young people’s available time: full or 
part-time schooling, or non-involvement in it. And 
finally, relations to paid work, with various levels 
and forms of involvement: out of the labour force, 
unemployed for a short or a long period, 
employed part-time or full-time. We offer a 
descriptive overview of the changes taking place 
in the living arrangements among various cohorts 
of young Canadians during the 1980s, focusing 
on three broad patterns: [1] deferral, where 
access to autonomous living arrangements is 
gained later in life; [2] destandardization, where 
various hybrid transition states become more 
prevalent; and [3] the attenuation of differences 
between men and women. 


The next section of the chapter discusses 
these patterns in more detail, and is followed in 
Section 2 by an overview of our data and 
methodology. The major results are presented 
in Section 3. In particular, we find that the 1980s 
were a period of rapid change in the living 
arrangements of young Canadians. A significant 
proportion have deferred forming couples and 
have continued to live with their parents for a 
longer period. To cite one example, in 1981 about 
26% of 23 to 24 year olds lived with their parents, 
but in 1990, 40% did so. In addtion, the young 
are now staying in school longer, but still 
experiencing difficulty getting a foothold in the 
labour market. Even those who have left school, 
found a job and living independently are still not 
“established” workers. Finally, we also find that 
relative to their male counterparts young women 
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are in fact more likely to prolong schooling, leave 
the parental home, find a job, and form a couple 
earlier. 


1. A Taxonomy: Deferral, 
Destandardization, and Attenuation 


Taking our inspiration mainly from the work of 
Galland, we explore three main patterns 
concerning the evolution of the situation of young 
people during the 1980s in Canada. The first 
pattern involves the extent to which there is a 
trend towards deferral: access to adult roles 
(finishing school, finding a job, leaving home, 
forming a union) being gained later in life than 
was the case in an earlier period. Second, as a 
consequence of this lengthening of the youth 
period do unusual living arrangements multiply? 
This destandardization might imply, for example, 
combining school and work, or living away from 
the parents’ home without forming a union. Third, 
to what extent is there an attenuation of gender 
differences? Specifically, what is the trend in the 
proportion of women living exclusively in a 
matrimonial/familial relationship, and the 
proportion lengthening the time spent in 
schooling? 


The pattern of deferral in access to adult 
roles involves all three dimensions of living 
arrangements—cohabitation, schooling, and 
work—so that it translates into a number of sub- 
patterns. (See Table 10.1.) It is possible that 
young people now leave the parental home later 
in life (hypothesis 1.1). Their propensity to form 
couples, either married or common-law, may also 
decrease, even among those who have left the 
parental home (hypothesis 1.2). In addition, 
schooling, both full-time and part-time, may last 
longer (hypothesis 1.3). Paradoxically, 
involvement in the labour market may start earlier 
in life, not later (hypothesis 1.4). But, in conformity 
with the notion of deferral, this activity will 
increasingly involve contingent work rather than 
an employment trajectory that helps launch young 
people into adult roles and living arrangements 
(hypothesis 1.5). This may be the case even 
among young people who have left school and 
who do hold a job (hypothesis 1.6), and among 
those who have also left the parental home 
(hypothesis 1.7). 


The latter two patterns could indeed be a 
part of the destandardization of the usual life 
Stages, and the multiplication of “hybrid” living 
arrangements. First, all forms of cohabitation 
other than forming a couple may be relatively 
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more frequent among those who have left the 
parental home: living alone or in a household with 
non-relatives, in a single parent household, or in 
a non-conventional familial household 
(hypothesis 2.1). Second, young people may 
more frequently be both students and workers, 
and at later ages (hypothesis 2.2). Finally, there 
may be a greater proportion of young people who 
are out of school and still living with their parents: 
some may be out of a job (hypothesis 2.3), while 
others may have a job but will not feel they can 
or should leave the parental home (hypothesis 
2.4). 


Up to this point, we have given 
destandardization a strictly descriptive meaning, 
in reference to hybrid living arrangements: 
leaving the parental home without forming a 
couple, assuming the ambiguous status of 
student/worker, staying with parents for lack of a 
good job, or even if one has been found. In the 
last three of these four cases, we may also ask 
ourselves whether such hybrid combinations 
attract young people in higher numbers than one 
would expect simply from independent changes 
in the distributions of the three underlying 
dimensions: relations of cohabitation, relations 
to schooling, and relations to work. If so, then 
such non-standard living arrangements would 
appear to spring from genuine cultural 
preferences on the part of young people, rather 
than simply from the constraints of the situation. 
In order to test such hypotheses, the observed 
proportions in these types of living arrangements 
will be compared to expected proportions. (The 
Appendix describes how such expected 
proportions are estimated.) 


The attenuation of gender differences 
(hypothesis 3.1) may develop in part from the 
decrease in the proportion of females who are 
exclusively involved in a matrimonial/familial 
relationship (hypothesis 3.2). We might also ex- 
pect an attenuation of gender differences among 
younger age groups: the propensity of women 
leaving the parental home much earlier than 
males, decreasing both because economic times 
are more difficult and because they are more in- 
volved in prolonged schooling and in paid work 
(hypothesis 3.3). Among older age groups, the 
differences between the genders may actually 
increase along certain dimensions: women may 
assert their traditionally higher propensity to leave 
home and to form couples, while men may stay 
put, not engaging in independent living 
arrangements they probably consider too 
demanding from the points of view of norms or 
resources (hypothesis 3.4). “Older” men who 


leave home will disproportionately live alone or 
with roommates, outside of any family form 
(hypothesis 3.5), while “older” women will 
disproportionately become single parents 
(hypothesis 3.6). Finally, other forms of familial 
solidarity will take their share of the increased 
numbers of both men and women who have left 
home and not (yet) formed a couple (hypothesis 
3.7). 


2. Data and Methods 


In order to examine these patterns, we use the 
Survey of Consumer Finances (SCF) as ithas a 
large enough sample to allow a detailed 
examination of living arrangements, even within 
specific gender and age groupings. Just as 
importantly the SCF contains an impressive 
amount of factual information about all three 
dimensions of living arrangements. It has also 
been conducted annually for a reasonably long 
time period, so that we can detect changes in 
how young people’s living arrangements have 
evolved. 


We use fairly simple statistical methods, 
such as percentages and coefficients of 
dissimilarity, since our objective is to highlight 
changes through time rather than to offer a causal 
modelling of the underlying processes. Our major 
methodological challenges concern the 
appropriate definition of age groupings, the time 
period over which comparisons are made, and 
finally the construction of a typology of living 
arrangements and its reduction to a manageable 
set of categories. 


We attempt to avoid imposing arbitrary limits 
on the age at which youth starts and ends, 
especially since we are interested in patterns of 
deferral over time. We have followed the widely 
used practice of selecting ages 15 and 34 as 
boundaries. Indeed, the data reveal that very few 
young people have left home or school at 15 or 
16 years of age. The transition to independence 
is barely underway at these ages. However, most 
have left home and school by the age of 30, even 
though they may not have gained a secure 
position in the labour market or formed a stable 
union. The transition to adulthood seems to have 
been completed by this age. 


Since our interest lies in what happens to 
young people as they age (particularly in the 
deferral of certain transitions and in the 
lengthening of stays in non-standard living 
arrangements) we examine rather narrowly 
defined age categories. Balancing this need for 
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detail against the necessities of parsimony, seven 
age groups are defined: 15 to 16 years, those 
who are still teenagers and must attend school; 
17 to 18 years, those who are barely out of this 
situation; 19 to 20 years, those who have largely 
attained the age of legal majority; 21 to 22, and 
23 to 24 years, those who are in the midst of 
orienting and establishing themselves; 25 to 29 
years, those who are approaching stability; and 
finally the subgroup ranging from 30 to 34 years, 
representing the standard for autonomous adult 
status, to which other age groups can be 
compared. It makes sense that these groupings 
are narrower at younger ages, where living 
arrangements change more rapidly, and broader 
at older ages, where we can expect the situation 
to gradually stabilize.’ 


It should be pointed out that changes in the 
distribution of living arrangements between age 
groups reflects net displacements, not all 
movements between categories. We cannot take 
for granted that young people currently deferring 
some transitions or living in non-standard 
arrangements have not experienced more 
autonomy beforehand, or that young people 
currently experiencing more autonomy will 
consolidate their situation. However, since the 
overwhelming majority of young people do move 
from dependence to independence between the 
ages of 15 and 34, it seems reasonable to 
examine how their living arrangements are 
distributed, in the net, over various parts of this 
age range, and how this distribution evolves over 
time. 


The analysis is focused on the 1980s, a time 
of radical change in terms of the economic 
circumstances faced by young people. The 
unemployment rate for those 15 to 24 years of 
age was about the same in 1981 (13.1%) as in 
1990 (12.7%). It seems reasonable to select 
years where this rate is similar since this variable 
is directly related to the establishment of living 
arrangements. This being said, it is obvious that 
economic conditions have changed dramatically 
during the period, and this is largely reflected in 
the distribution of living arrangements. The 
constraints and opportunities for young people 
have been profoundly modified, and we want to 
observe how this generation has reacted. First, 
there was a dramatic decline in the relative 
earnings of the young over the decade: about 
20% for 17 to 24 year-olds, and 10% for 25 to 29 
year-olds (Morissette, Myles, and Picot, 1993). 
Second, Riddell (1995) argues that relative 
unemployment increased for less educated 
young people. Third, the relative cost of shelter 
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Table 10.1 
A Taxonomy of Living Arrangements 


Hypotheses and sub-hypotheses 


Data Patterns 
(Ratios of Living 
Arrangement Types) 


1. Defferal 
1.1 Later parental home leaving 


1.2 Later formation of couples, even among home leavers 


1.3 Longer schooling 
1.4 Earlier Involvement in the labour market 
1.5 Longer period of contingent work 


(1 to 5) /All 
(6 to 10) / (6 to 7) 

(1,2,6,11) /All 

(2,3,4,8,9,12,13) /All 

(4,9,13) / (2 to 5, 7 to10, 12 to 14) 


1.6 Longer period of contingent work even for those finished schooling 


and having a job 


(4,9,13) / (3,4,8,9,12,13) 


1.7 Longer period of contingent work even for those finished schooling, 


and having a job, and having left home 


2. Destandarization 


2.1 Growing propensity to live outside standard family forms 


(9,13) / (8,9,12,13) 


(11 to 14) / All; (15,16) / All; 17 / All 


2.2 Growing proportion of student/workers living with their parents 2/All 
2.3 Growing proportion of inactive people or contingent workers living 


with their parents 


(3,5) / All 


- 2.4 Growing proportion of established workers who are living with their 


parents 


3. Attenuation of Gender Differences 


3.1 Attenuation, yet persistence of age-specific gender differences 


4/All 


Coefficients of dissimilarity across 


all types 
3.2 Decreasing proportion of inactive women living in couples 10/All 
3.3 Decreasing propensity of “younger” women leaving their homes 
earlier than men (1 to 5) /All 
3.4 Increasing propensity of “older’ women forming couples earlier than 
men (6 to 10) /All 


3.5 Increasing propensity of “older” men living alone or with roommates (11 to 14) /All 
3.6 Increasing propensity of “older” men/women becoming single parents (15, 16) / All 
3.7 Increasing propensity of men and women using other types of 


familial solidarity 


17/All 


Note: See text for definitions of living arrangement types used in Column 2. 


has increased over the decade (the shelter cost 
sub-index advanced 11% faster over the decade 
than the overall Consumer Price Index). Thus, 
young people in 1990 had greater financial 
hurdles to overcome in leaving the parental 
home, forming spousal unions, and establishing 
independent households. Furthermore, there was 
an increasing employment-related incentive for 
them to stay in school longer. 


The construction of our living arrangements 
typology involves cross-classifying the five 
categories describing relations of cohabitation, 
the three categories for relations to schooling, 
and the seven categories for relations to work. 
The resulting 105 possible types are then 
reduced to a more manageable set of 17 types 
(see the Appendix for details). For the most 
numerous group, those living with their parents, 
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we constructed five categories: [1] those whose 
only activity is schooling; [2] those whose 
schooling activities predominate over their paid 
work; [3] contingent workers, for whom work is 
the major activity, even though they have not 
acquired a great deal of seniority in a full-time 
job, and even though some may still be some- 
what involved in schooling; [4] established work- 
ers who have relatively long tenure in a full-time 
job; and finally [5] those who are marginalized 
with respect to the labour market while at the 
same time not being involved in schooling. 


Among couples, we distinguish five types: 
[6] cases where schooling predominates; [7] non- 
student unemployed workers; [8] contingent 
workers (less than one year tenure in a full-time 
job); [9] established workers; and [10] inactivity 
without involvement in schooling. For those living 
alone or with roommates, small numbers force 
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Table 10.2 
Data Patterns for the Deferral Hypothesis 
Age 
TS tOM Ge at? 1016 =. 19 tor208 B2Ietor22" S23 "tor 24) = 2510 291% “S0t0ls4 
Percent 

Living with Parents 
1 1981 98.5 TAOS 47.7 25.8 10.9 4.4 
2 1990 99.0 76.2 GEL 7 40.2 Wes 6.6 
3 Change 0.5 5.9 8.0 14.4 6.8 Zee 
Living in Couples (among those not living with parents) 
4 1981 - 45.5 54.7 63.9 76.2 81.6 
5 1990 - Siilst 38.6 bors 67.0 They ls) 
6 Change - -14.4 -16.1 -10.4 -9.3 -6.1 
Mainly in School 
Ti 1981 91.6 31.6 17.4 8.2 3.4 1.8 
8 1990 95.5 44.5 30.6 16.6 5.0 2.8 
9 Change 3.9 12.9 ore 8.4 1.6 1.0 
Involved in the Labour Market 
10 1981 33.4 Bride 62.8 64.7 67.4 68.9 
11 1990 42.4 57.6 55.8 64.6 70.1 70.4 
ite Change 9.0 0.1 -7.0 -0.1 Beil eS 
Established Workers 
13 1981 - 24.3 38.6 44.8 51.0 55.4 
14 1990 - 15:8 29.2 41.4 San 54.8 
15 Change - -8.6 -9.4 -3.4 ie) -0.6 
Established Workers (among those finished schooling and holding a job) 
16 1981 - 19 43.7 bors 62.0 69.2 73.9 
17 1990 - 33.0 48.5 56.9 66.3 70.4 
18 Change - -10.7 -6.7 -5.1 -2.9 23:5 
Established Workers (among those finished schooling, holding a job, and having left home) 
19 1981 - 48.3 55.0 62.7 69.0 73.6 
20 1990 - 30.4 49.8 58.9 67.0 7A). 
21 Change - -17.9 -5.3 -3.8 -2.1 -3.5 


Note: - indicates sample variability higher than 25%, in all other cells sample variability is below 16.5%. 
Source: Calculations by authors using Statistics Canada, Survey of Consumer Finances. 


us to be more parsimonious: we group in type 
[11] cases where schooling predominates; in [12] 
contingent workers; in [13] established workers; 
and in [14] people who are on the margins of the 
labour market and not involved in schooling. The 
small number of single-parents only offers the 
opportunity to distinguish between: [15] those 
who are engaged in work or study or both; and 
[16] those who are not. Finally, we have had to 
keep as a single category [17] the few people 
who live in other family arrangements. While 
some of these seventeen types bring together 
young people who live in quite different situations, 
they nevertheless are indicative of major aspects 
of their experience. Table 10.1 summarizes our 
taxonomy, as well as the data patterns that will 
be examined to test them; these patterns consist, 
in most cases, of proportions and ratios involving 
the 17 types. 


3. Results 


The detailed distributions of young people, by age 
groups, into the 17 living arrangement types for 
1981 and 1990 are presented in an appendix 
available from the authors. For most of the 
analysis we use simpler tables displaying ratios 
of types of living arrangements. 


Table 10.2 organizes the data required for 
the examination of the deferral sub-hypotheses. 
Living with parents is almost universal at age 15 
and 16, and becomes very rare beyond 30 (lines 
1 and 2); at the same time couples are rarely 
found at 15 and 16, but they are by far the 
preferred form of cohabitation beyond 30 (lines 
4 and 5). Young people keep on living with their 
parents in increasing proportions at later ages 
(hypothesis 1.1), and especially around 23 and 
24, where the increase in this form of cohabitation 
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reaches 14% (line 3). Consequently, it is to be 
expected that couples are formed less often 
(hypothesis 1.2), especially from ages 19 through 
29. But the two phenomena are not mirror images 
of one another: even among young people no 
longer living with their parents, the proportion 
forming couples also declines (line 6 of Table 
10.2). In other words, alternative patterns of 
cohabitation have proliferated, especially from 
age 20 onwards. 


We regroup the types of living arrangements 
in order to examine the other patterns of deferral: 
types 1, 2, 6, and 11 all involve a significant 
amount of schooling (and adding type 15 changes 
nothing to the pattern we will report); types 2, 3, 
4,8, 9, 12, 13 all involve a significant amount of 
paid work (and, again, adding type 15 changes 
nothing to the pattern). As one would expect, 
schooling activities go down dramatically through 
the age range (lines 7 and 8 of Table 10.2), while 
paid work goes up (lines 10 and 11); it must, 
however, be noted that about a third of the 15 
and 16 year olds were already involved in work 
in 1981, and only slightly more than two thirds 
beyond age 30. 


The changes have been quite dramatic over 
the decade. Schooling is up in all age groups, 
and most dramatically from 17 to 24 years (line 
9). Working (line 12) has increased both among 
the youngest (15 through 18 years) and the oldest 
(25 and up). Young people between the ages of 
19 and 24 have not increased their presence in 
the labour market, however, and there has even 
been a dramatic decrease among 21 and 22 year 
olds. As will become clearer below, these mid- 
range age groups have clearly reoriented their 
strategies: in increasing numbers, they go to 
school instead of looking for work, while a 
significant proportion use the hybrid formula of 
combining the two activities. 


While involvement in the labour market is 
more widespread in many age groups, getting a 
firm foothold is increasingly rare for people 
younger than 25 years. The proportion of 
established workers (with at least one year tenure 
in a full-time job) increases with age (lines 13 
and 14), although it does not reach much beyond 
50% for people in their thirties. But in conformity 
with hypothesis 1.5, the slope of this increase 
with age is clearly lower in 1990 than in 1981 
(line 15). The same difficulties in getting 
established in the labour market are also manifest 
when we consider only the young people who 
are out of school and have a job (hypothesis 1.6, 
lines 16 through 18), or even only the subset of 
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the latter who have left the parental home (hy- 
pothesis 1.7, lines 19 through 21). Contingent 
work is thus not only a consequence of more 
people having to juggle the requirements of 
schooling and working at the same time: even 
those who have left school, found a job, and 
launched themselves into an independent form 
of cohabitation find it increasingly difficult to 
become established workers. 


The results in Table 10.3 address the 
destandardization hypotheses. Living alone or 
with roommates (lines 1 through 3) is of course 
less common among very young people (who live 
with their parents) and among older people (who 
have formed couples). It reaches its peak in the 
middle age groups, where it can involve as much 
aS one young person in five. In conformity with 
hypothesis 2.1, this form of cohabitation is more 
widespread at the end of the period for people 
21 and older and, surprisingly, especially after 
age 25: in 1981, spousal unions used to be a 
more tightly followed norm among young people 
who had reached the threshold of the mid- 
twenties. Single-parenthood (lines 4 through 6) 
still is very much a minority lifestyle, even among 
the older group, where it does not quite reach 
One person in twenty. While changes over the 
period are not dramatic, there is a slight increase 
of the proportion of single-parents at ages 21 and 
beyond. Other forms of familial solidarity (living 
with brothers and sisters, aunts and uncles, 
grandparents) as depicted in lines 7 through 9, 
present just about the same characteristics as 
living alone or with roommates: they are more 
widespread in the middle of the age range, and 
their use increases during the period in all but 
the younger categories. These _ living 
arrangements are increasingly used by people 
who want or need to leave the parental home, 
and yet cannot or would not form a couple. 


Pressed between the necessity of pursuing 
their schooling and the difficulties of the labour 
market, young people have organized their lives 
in different ways, especially those remaining in 
the parental home. What do young people do in 
the cluttered nest? While the mixed status of 
being simultaneously a student and a worker 
(hypothesis 2.2) is quite widespread in 1981 at 
ages 15 through 18, it decreases quite 
dramatically at later ages. This pattern has 
expanded dramatically over the decade in all age 
groups, and especially among the 24 and 
younger group (line 12 of Table 10.3). Two 
separate processes are probably at work 
simultaneously: students now work on the side 
to fund their consumption needs, and young 


—— 


163 


Table 10.3 
Data Patterns for the Destandardization Hypothesis 


15to16 17to18 
Living Alone or with Roommates 
1 1981 : 4.2 
2 1990 - 3.6 
3 Change - -0.6 
Living as a Single Parent 
4 1981 - 0.0 
5 1990 - - 
6 Change : 4 
Living in Other Types of Familial Solidarity 
i 1981 0.9 1.9 
8 1990 0.8 1.8 
9 Change -0.1 -0.1 
Student/Workers Living with their Parents 
10 1981 S15 323 
11 1990 41.1 43.3 
12 Change 9.6 11.0 
13 Observed/Expected 1.02 ale 
Inactive or Contingent Workers Living with their Parents 
14 1981 7.0 2515 
15 1990 3.5 15.9 
16 Change -3.5 -9.6 
17 Observed/Expected 1.20 0.98 
Established Workers Living with their Parents 
18 1981 - Gis 
19 1990 - Zul 
20 Change - -1.2 
ai Observed/Expected - 1.47 


Note: - indicates sample variability higher than 25%, 


derivation of expected outcomes in lines 13, 17, and 21. 
Source: Calculations by authors using Statistics Canada, Survey of Consumer Finances. 


people in their twenties live in some ambiguity 
as to whether they are students who have to work, 
or workers who keep improving their skills in 
school. The end result is that at almost all ages 
beyond 17, student/workers now account for at 
least as a high a proportion of school attendees 
as do full-time inactive students. 


While these trends are descriptively true, can 
we say that young people favour this living 
arrangement to a larger extent than would be 
expected from the simple combination of 
separate trends leading towards later leaving 
home, longer schooling, and more widespread 
involvement in the labour market? A comparison 
of observed changes in the proportion of student/ 
workers to changes expected from the simple 
combination of the evolution in the three 
underlying variables (line 13) reveals that genuine 
destandardization is found in at least some of 


Age 
LOMO;C OME IMO C om OO) C4 eC OnO CO mE SOMOS 
Percent 

125 17.0 20.2 15.6 ee, 
died 19.5 19.6 LZ 15.8 
-1.4 Pas -0.6 4.1 4.6 
OR, Wee 23) 2.9 4.4 
0.7 2.0 250 2.9 4.7 
0.0 0.3 0.4 0.0 0.3 
ZT 5.0 4.2 2.6 1.8 
4.3 5.6 5.6 4.5 2) 3} 
1.6 0.6 iz! 1.9 0.5 
13.8 5.8 1.8 0.2 - 
22.8 ile 5.7 0.6 - 
9.0 5.9 3.9 0.4 - 
1.04 0.99 0.98 1 - 
30.9 19.9 11.8 4.8 1.9 
27.9 nal ‘lizesit 8.4 3.0 
-3.0 1.8 5.8} 3.6 ail 
0.90 0.98 1.02 Wes} 1.00 
11.9 14.5 9.3 5.3 2:5 
8.4 10.8 ee 8.0 a. 
-3.5 -3.7 4.0 2a; 0.8 
1.30 1.08 1.21 0.93 0.93 


in all other cells sample variability is below 16.5%. See the Appendix for 


the age groups: among people aged 17 to 20, 
the student/worker living arrangement definitely 
attracts people disproportionately, and it seems 
to become a lifestyle of its own (we disregard 
the even larger ratio for the 25 to 29 year olds, 
because the numbers are not entirely reliable). 


A number of young people remain in their 
parents home while being (in most cases) out of 
school: many are marginal to the labour market 
(hypothesis 2.3), but one even finds young people 
who have not moved out in spite of being 
established in jobs (hypothesis 2.4). During 1981 
such patterns used to be rare among the very 
young, increasingly widespread for those in their 
early twenties, and again quite rare later on, es- 
pecially after 25. Modest but systematic changes 
have taken place over the decade. These pat- 
terns are now less widespread among people 
20 or younger, who attend school in greater 
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Table 10.4 


Age-Specific Coefficients of Dissimilarity Between the Distributions of Men and 
Women by Type of Living Arrangement, 1981 and 1990 


Age 
15 to 16 17 to 18 19 to 20 21 to 22 23 to 24 25 to 29 30 to 34 
Percent 
1981 3.1 8.3 21ee 21.6 26.6 32.9 41.7 
1990 Biz 6.9 16.5 19.4 Bons 23.4 31.3) 


Change ea -1.4 25:0 =o “1.1 =9:5. -10.4 


proportions as students or student/workers, but 
they are increasingly found beyond that age. 
People aged 23 to 29, in particular, seem to have 
more difficulties gaining from the labour market 
what is required to leave the parental home; it 
may also be that social norms are changing in 
this respect. 


’ Do changes in these patterns go beyond 
what one would expect from changes in the 
underlying distributions? The proportion of 
inactive people or contingent workers living in the 
parental home (line 17) seems to have somewhat 
decreased for people aged 17 to 22, where 
lengthened schooling is more popular; but it has 
gone up (in the net) beyond that point, probably 
reflecting the gap that separates these people 
from an independence beyond the age at which 
more schooling is a strategy. We also note the 
paradox that while the proportion of 15 and 16 
year olds who are inactive or contingent has 
decreased by half, this seems to be less of a fall 
than one would expect; there might be some 
minimal proportion of even very young people 
who just won’t pursue schooling. 


As far as the propensity of established 
workers to still live with their parents is concerned 
(line 21), the net changes seem to contradict the 
gross ones. At the end of the period, younger 
age groups have a lower proportion of people in 
this living arrangement, but it has not decreased 
as much as one would expect from increased 
schooling and the postponement of entry into the 
labour market; there still seems to be a fair 
proportion of young people with an affinity for the 
lifestyle corresponding to this living arrangement. 
Conversely, the somewhat increased proportion 
of established workers living in the parental home 
age 25 and over remains below expectations: at 
such ages, the attraction of moving out when the 
resources are sufficient seems to take over. 
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To what extent are the changes just exam- 
ined similar across gender? One way to address 
gender differences is to compute age-specific 
coefficients of dissimilarity between male and 
female distributions into living arrangements. As 
illustrated in Table 10.4, gender differences in- 
crease dramatically as people age: in 1981, they 
were barely noticeable at age 15 and 16, but they 
reached about one fifth of the potential range by 
age 19 and 20, and two fifths after age 30. Dif- 
ferences have decreased very significantly at all 
ages during the decade (hypothesis 3.1), and 
especially after age 25; there is only a slight ex- 
ception among the 15-16 years old, where 
women are somewhat more taken with the stu- 
dent/worker model. Attenuation is very substan- 
tial, then, but gender roles and stereotypes have 
not, by a far cry, ceased to exercise a powerful 
influence on how young people live. 


Part of this attenuation comes from the aban- 
donment by women of roles which involve mar- 
ginality with respect to both school and the 
labour market (hypothesis 3.2). Such marginality 
has shrunk dramatically, particularly for those 
aged 23 and beyond, while it has remained 
almost absent among men (Table 10.5, lines 1 
through 7). 


There are common threads to what happens 
to young men and women with respect to living 
with their parents and to forming couples: the 
propensity to live with parents decreases with age 
(lines 8 through 14), but the decline was 
significantly steeper in 1981 than in 1990; and 
couples are gradually formed in an overwhelming 
proportion of cases as people age (lines 15 
through 21), but this propensity has slowed down 
significantly over the period. 


Men and women are, however, experiencing 
these trends in somewhat different ways. It used 
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Table 10.5 
The Attenuation Hypothesis 


15 to 16 
Inactive People Living in Couples 
1 1981 Women - 
2 Men - 
3 Difference - 
4 1990 Women = 
3) Men - 
6 Difference 2 
7 Change in Gender Difference - 
Staying in the Parental Home 
8 1981 Women 97.6 
9 Men 98.6 
10 Difference 1.0 
11 1990 Women 98.2 
12 Men 98.9 
13 Difference 0.7 
14 Change in Gender Difference -0.3 
Living as a Couple 
15 1981 Women - 
16 Men - 
iY Difference - 
18 1990 Women 123 
19 Men - 
20 Difference - 
21 Change in Gender Difference - 
Living Alone or with Roommates 
22 1981 Women - 
23 Men - 
24 Difference - 
25 1990 Women - 
26 Men - 
2H Difference - 
28 Change in Gender Difference - 
Being a Single Parent 
29 1981 Women - 
30 Men 0.0 
31 Difference - 
32 1990 Women - 
33 Men - 
34 Difference = 
35 Change in Gender Difference - 
Living in Other Types of Familial Solidarity 
36 1981 Women - 
37 Men 0.9 
38 Difference - 
39 1990 Women - 
40 Men - 
41 Difference : 
42 Change in Gender Difference - 


Note: - indicates sample variability greater than 25%. 


17 to 18 


Age 
19to20 21to22 23t024 25to29 30to 34 
6.6 ile 18.9 27.1 30.4 
- 0.9 1.0 en 72.13) 
- -10.3 -17.9 -25.0 27.9 
2.1 5.6 7.3 PAZ 16.3 
- - 1.1 ae 3.6 
= - -6.2 -10.0 a V-2Y 4 
- - alee 15.0 12 
BE).S! 39.9 17.4 7.0 2.8 
80.8 55:9 34.4 14.2 6.0 
21.5 16.0 17.0 Ue 3.2 
69.8 46.7 31.8 13.6 3.9 
82.3 63.9 48.9 (p22 9.1 
12.5 W2 WA 8.6 5:2 
=9:0 eZ 0.1 1.4 2.0 
20.8 37.5 56.8 TAS, 78.8 
S%/ or 37.9 63.7 77.4 
-15.1 -18.3 -18.9 -8.2 -1.4 
11.1 23.9 41.9 61.3 73.5 
29 10.3 21.4 49.0 67.5 
-8.2 -13.6 =20:5 -12.3 -6.0 
6.9 4.7 -1.6 -4.1 -4.6 
15.4 14.8 18.3 13.2 8.7 
10.0 Oks PES 18.1 13.0 
-5.4 4.7 3.6 4.9 4.3 
11.8 18.6 16.1 S25: 12.0 
10.6 20.2 23.4 24.1 1g) 
=e, 1.6 73 8.6 WS) 
4.2 -3.1 3.7 Shih 3.6 
1.4 3.0 4.6 5.3 eo 
0.0 0.0 0.0 0.5 0.7 
-1.4 -3.0 -4.6 -4.8 -7.2 
2.0 4.2 52 5:5 8.5 
0.0 0.0 0.0 0.0 0.6 
-2.0 -4.2 -5.2 -5.5 “79 
-0.6 Wee -0.6 =0'7 -0.7 
2.8 4.9 PAS) 72.) 1.3 
2.6 el SETA 3.2 2.3 
-0.2 0.2 2.8 fiat 1.0 
5.3 6.6 Sa 4.3 Ee) 
3.3 4.8 6.1 4.6 2a 
-2.0 =1.8 1.0 0.3 0.8 
-1.8 -2.0 =1.8 -0.8 -0.2 


Source: Calculations by authors from Statistics Canada, Survey of Consumer Finances 


to be that women left the parental home earlier 
than men at all ages past 16. This is still true in 
1990, but the difference has narrowed at ages 
17 to 20. Similarly, women formed couples much 
earlier than men (presumably with older part- 
ners). This is still largely true in 1990, but the 


locus of the difference has changed: young 
women between the ages of 17 and 22 have 
narrowed the gap with their male contemporaries, 
while the difference between genders has 
actually increased from age 23 on, and especially 
among those who have attained the age of 25. 
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Overall, young men 21 and older have kept their 
higher propensity to stay with their parents as 
well as their lower propensity to form couples. 


These differential changes in relations of 
cohabitation correspond to changes in relations 
to school and to work. Young females between 
the ages of 17 and 20 stay home to increase their 
schooling, both as students and as student/ 
workers, thus making more or less the same 
choices as young males; at ages 19 and 20, 
young women are even more involved in 
schooling than young men in 1990, in marked 
contrast with the situation with 1981. The same 
converging process also happens, but to a more 
limited extent, among young women and men 
aged 21 to 29. As far as getting a job is 
concerned—again for young people living with 
their parents—both men and women have the 
same experience: 1990 witnesses a fewer 
proportion of 17 to 22 year olds with non-standard 
status, and a higher proportion of those 23 and 
older. 


The circumstances of men and women are 
symmetric when young people living in couples 
are considered. The depletion of the ranks of men 
from age 21 on (or even from age 19) seems 
closely related to their inability to find a job, 
especially an established job. Young women do 
experience a decrease in their propensity to form 
couples, but the gap between them and men 
increases from age 23 on (line 21 of Table 10.5); 
this is accompanied by a decline in their level of 
inactivity, and a rise in their ability to secure and 
hold on to a job. 


Single-parenthood is almost totally a female 
affair (lines 29 through 35), and increasingly so. 
As expected, its incidence grows with age, but 
there are almost no noticeable changes during 
the period in the proportion of young people in 
such living arrangements, and in their levels of 
activity in the school system and the labour 
market. 


Living alone, with roommates, or in other 
familial solidarity forms appear as alternative 
solutions for those who wish or have to leave the 
parental home, while not forming a couple or a 
new family. There is a greater tendency of women 
between the ages of 17 and 20 to display this 
pattern than men, but somewhat less of a 
tendency at older ages (particularly in the case 
of those living alone or with roommates). This 
reflects the greater tendency of young women to 
form couples. This general pattern is reinforced 
during the period in the case of living alone or 
with roommates. In particular, there are growing 
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proportions of men 25 and older who live in such 
households while attending school, working, 
being unemployed or simply being inactive. 


4. Conclusion 


Ten years appears to be a short period for the 
vast redefinition of living arrangements of young 
people that took place in Canada during the 
1980s. Economic circumstances have changed 
in fundamental ways. Young people, and to a 
significant extent their families, have devised new 
ways to cope with transformations relating to the 
nature and structure of jobs, changing skill 
requirements in the labour market, and higher 
shelter costs. They have prolonged their 
schooling, taken jobs (often contingent ones) 
earlier, combined schooling with paid work, 
stayed home longer, delayed the formation of 
spousal unions, and increasingly lived outside 
standard family contexts. They have also 
redefined gender roles to a significant extent, with 
women abandoning the housewife status, 
prolonging their schooling, and taking on jobs. In 
spite of this convergence, substantial gender 
differences remain: paradoxically, women are 
most likely to prolong their schooling, leave home 
(though later than used to be the case), find jobs, 
and form couples (presumably with older 
companions). 


Even though more people now live alone or 
with roommates, and even though unions are 
formed much later, families—parental families in 
most cases, but also extended families— still play 
a major role as a haven for young people, as a 
place where they can deploy their new coping 
strategies with respect to schooling and the 
labour market. One can only speculate as to how 
these arrangements are negotiated within 
families, but it is notable that the relationship often 
assumes that the young take charge of at least 
part of their living expenses through paid work, 
even in the case of students. 


In the longer run, the values of young people 
will probably be altered by this prolonged 
cohabitation with parents and the development 
of non-standard living arrangements. Among 
other things, it will be interesting to observe how 
many of them will have children, when, in what 
numbers. 


There is still a lot to be explored about the 
trends identified in this chapter, especially with 
proper longitudinal data. On the basis of our 
overview of the changing distribution of living 
arrangements, one could open up each of these 


types and provide a more accurate picture of the 
situation young people face: where are they in 
their schooling trajectory, what is their exact 
position in the labour market (occupation, 
earnings), have they had children? The story 
could be brought up to the more recent years, 
and the precise shape of the evolution through 
time could be traced, in parallel to changes in 
the various elements of the economic 
conjuncture. This would provide us with a better 
grasp of how young people invent their own 
history, but do so under circumstances not of their 
own choosing. 


Appendix 


The typology of living arrangements 


The construction of the typology of living 
arrangements requires that we first measure all 
three underlying dimensions. Relations to 
schooling are readily measured in the Survey of 
Consumer Finances in a form that is suitable for 
Our purposes: young people are either studying 
full-time, or part-time, or not at all. Relations of 
cohabitation are a bit more complex, since we 
have to take into account both the type of 
economic family and the position of the individual 
in relation to the head of this family. We have 
constructed five types: [1] young people who still 
live with their parents (children with respect to 
the head, living in all family types); [2] those who 
have formed a couple (head of the economic 
family or spouse of the head, in all families with 
both spouses present); [3] those who live outside 
a family context, either by themselves or with 
roommates (heads of economic families with only 
one person); [4] single parents who do not live 
with their own parents (heads of single parent 
economic families); and [5] young people who 
live within family arrangements other than with 
their parents (for example, with their siblings or 
their grandparents; these have an “other” link to 
the head of the economic family, or they are 
heads of “other” economic families). 


Relations to paid work are represented in 
even more detail, since we want to capture the 
diverse and volatile experience of young people 
with respect to earning a living. We have used 
four variables: activity (employed, unemployed, 
and inactive), duration of employment (at least 
one year, less than one year, undefined), duration 
of unemployment (more than 13 weeks, 13 weeks 
or less, zero), and full/part-time status. We have 
constructed seven types, ranging from inactivity 
to the standard job: [1] inactivity (inactive, 
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undefined duration of employment, zero weeks 
of unemployment); [2] unemployment for a lim- 
ited period (either inactive or unemployed, with 
undefined duration of employment, and unem- 
ployed for 13 weeks or less); [3] unemployment 
for a longer period (either inactive or unemployed, 
with undefined duration of employment, and un- 
employed for more than 13 weeks); [4] part-time 
work with short tenure (either employed, unem- 
ployed, or inactive, with duration of employment 
less than one year, and part-time); [5] part-time 
work with long tenure (either employed, unem- 
ployed, or inactive, with duration of employment 
one year or more, and part-time); [6] full-time work 
with short tenure (either employed, unemployed, 
or inactive, with duration of employment less than 
one year, and full-time); [7] full-time work with 
long tenure (either employed, unemployed, or 
inactive, with duration of employment one year 
or more, and full-time). Of course, the overwhelm- 
ing majority of people in types 2 and 3 come from 
the unemployed activity category, and the over- 
whelming majority of people in types 4 through 7 
come from the employed activity category. 


The combination of these three dimensions 
produces 3 x 5 x 7 = 105 possible types, 99 of 
which contain any cases. As can be seen in Table 
10.A1, most of the 36,499 young people in the 
1981 sample belong to a limited number of 
categories, with about 60% of all cases found in 
6 of these, and another 28% in the next 12 
largest. A reduction of this typology is thus 
required and possible. We regrouped categories 
that are relatively similar from the substantive 
point of view of living arrangements, while 
managing to have under each final type a 
sufficient number of cases to be able to pursue 
the analysis. This same frequency table indicates, 
in boldface characters within each cell, to which 
of the final seventeen types each of the original 
combinations has been assigned. 


Comparing observed and expected 
proportions in various living arrangements 


We have to compare changes in the observed 
proportions of people in the various living 
arrangements from 1981 to 1990 to changes that 
we would expect under the assumption that such 
changes are due only to changes in the 
underlying three variables (relations of 
cohabitation, relations to schooling, and relations 
to paid work). We first compute the expected 
proportions by simply multiplying, within each age 
category, the probabilities obtained for each vari- 
able (the expected probability of having a stu- 
dent/worker living with parents would simply be 


Chapter 10, Eternal Youth? 


Table 10.A1 
The Aggregation of Cohabitation, Schooling and Work Categories 


Relations of Cohabitation 


Relations Relations to With Parents InaCouple Alone or with Single Parents Other Forms 
to Work Roommates of Familial 
Schooling Solidarity 
Sample Type Sample Type Sample Type Sample Type Sample Type 
size size size size size 
Full-time Inactive 4,150 1 229 6 233 11 29 16 88 17 
Schooling 
Unemployment short 790 2 28 6 63 11 4 16 19 17 
Unemployment long 132 2 11 6 13 11 0 16 4 17 
Part-time work short tenure 1,209 2 32 6 59 11 0 16 26 17 
Part-time work long tenure 923 2 28 6 40 11 4 16 u 17 
Full-time work short tenure 36 2 13 6 13 11 0 16 0 17 
Full-time work long tenure 51 2 21 6 5 11 0 16 3 We 
Part-time Inactive 45 1 54 6 9 11 4 16 3 17 
Schooling 
Unemployment short 23 2 13 6 10 11 0 16 2 17 
Unemployment long 25 2 13 6 1 11 2 16 0) 17 
Part-time work short tenure 49 3 20 8 9 12 0 16 1 17 
Part-time work long tenure 18 3 32 8 14 12 1 16 3 iG 
Full-time work short tenure 83 3 Waa 8 40 12 3 16 1 17 
Full-time work long tenure 92 4 206 9 115 13 8 16 16 17 
Not in Inactive 899 5) 35539 10 166 14 289 15 83 17 
School 
Unemployment short 539 5 615 7 188 14 48 15 74 17 
Unemployment long 671 5 528 7 161 14 45 15 52 17 
Part-time work short tenure 254 3 442 8 86 12 34 16 17 iid, 
Part-time work long tenure 153 3 680 8 BS 12 22 16 8 17 
Full-time work short tenure 1,583 3 2,280 8 1,065 12 113) 16 219 17 
Full-time work long tenure 2,120 4 7,511 9 2,132 13 239 16 334 17 


the product, for a given year, of the general prob- 
ability of being a student, of being a worker, and 
of living with parents, all of these within a given 
age category). We regroup the 105 expected 
probabilities obtained into the same 17 types as 
the observed probabilities. We thus have, at the 
end of the calculations, four distributions of num- 
bers over the 17 types: observed frequencies in 
1981 and 1990, and expected probabilities, un- 
der the assumption of independence between the 
three underlying variables, again in 1981 and 
1990. We then compute the odds for an individual 
of being in a given type, as opposed to all other 
types, in 1981 and in 1990, both for the observed 
and the expected frequencies. We can then com- 
pute a ratio of these odds for 1990 over 1981, 
again for observed frequencies and for expected 
frequencies. Taking the ratio of these odds ra- 
tios (observed over expected), we obtain for each 
type a single number which tells us how far the 
observed change in proportion is from equality 
with the expected change in proportion (a ratio 
of odds ratios equal to one). Anything quite above 
a value of one says that over the period, this type 
of living arrangement has become more frequent 
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than we would expect from changes in the distri- 
butions of the three underlying variables; a ratio 
inferior to one tells us that the change in the ob- 
served frequency of this type has not quite kept 
up with the evolution we would have expected 
from changes in the distributions of the underlying 
variables. 


Notes 


We wish to thank Garnett Picot and Ted Wannell 
for their helpful comments on earlier drafts. We 
also thank Statistics Canada for making the data 
available to us, and the organizers of the 
Intergenerational Equity conference for providing 
us with an opportunity to present our ideas. 


' Even in the absence of proper longitudinal data, 
we will to a certain extent be able to disentangle 
age and cohort effects: as we compare the 
distribution into living arrangements of people 
reaching the same age at two different points 
in time, we control for the former effect and 
isolate the latter. For lack of a better solution, 
we make the usual (but contestable) 


assumption that the differences between two 
points in time between the differential profile of 
age groups will reveal how young people 
changed, over the period, in how they come of 
age. This appears, on the one hand, as a 
reasonable assumption given that we take into 
consideration all of the population at all times, 
in an age range where not too many die or move 
out of the country; in other words, self-selection 
out of our scope of observation over time is 
minimal, and we can fully examine the 
redistribution of young people as they age. 
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Chapter 11 


Perspectives on Policy 


Intergenerational Equity: Policy and Data Implications 


Susan A. McDAniet 


Generation is the astrology of the millennial 
epoch, with Boomers, Busters, Gen-Xers, and 
Greedy Grannies (whether greedy or not) 
replacing zodiac signs to explain much of what 
we are as individuals and to guide us collectively 
through the unknown future. However, the links 
between these compelling popular images and 
actual data, analysis, or policy issues are far from 
clear or straightfoward. Accordingly, | examine 
three questions in this paper: [1] Does existing 
knowledge about intergenerational transfers, 
both public and private, provide the basis for ef- 
fective policy choices? What is missing? What is 
needed, in particular by Canada’s statistical sys- 
tem? [2] With an aging society, rapidly shifting 
labour markets, and shrinking social transfers in 

Canada, is a new generational compact emerg- 

ing? And [3] What are the roles of differing mod- 
els of inter-generational transfers, indeed of the 
demo-graphic concept of generation itself, in 
defining the field of policy options for Canadians 
in the late 1990s? In addressing these questions, 

[rely on analyses and a framework developed in 
McDaniel (1997). 


1. Does Existing Knowledge 
Provide the Basis for Effective 
Policy Choices? 


The research summarized in the chapters of this 
book certainly go a long way in offering new and 
| important information for the understanding of 
_intergenerational dynamics, but they also point 
‘to some important gaps in knowledge and 
information. What lessons are learned? What 
more is needed? My reading suggests at least 
ten things. 


[1] Conceptual and theoretical precision. Policy 
choices need context and a critical 

interrogation of research concepts. For 
' example, intergenerational equity, as a 
concept, has been subjected to sustained 
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[2] 


[3] 


[4] 


criticism, Summarized by Phillipson (1996) 
and Walker (1996), and “...pronounced as 
unsuitable as a basis for conceptualizing the 
relationship between age cohorts or for 
policy development.” (Walker 1996, p. 23). 
In this context, unsuitability stems from three 
central criticisms: [i] what is really at issue 
in many policy discussions are the fiscal 
implications of an aging population, not 
equity among generations; [ii] the concept 
is more a politically expedient use of 
demographic change than it is an empirical 
reality; and [ili] referencing people as being 
of a certain generation attributes to them 
characteristics they may not possess socially 
or economically. This was eloquently pointed 
out by Karl Mannheim in his classic 1952 
essay on “The Problem of Generations,” to 
paraphrase him, shared age does not a 
generation make. 


More inter-disciplinary work. Taken together 
the essays in this book and those in the 
companion volume (Corak 1998) set an 
admirable example. Future work should 
recognize that intergenerational relations 
take place in a socio-economic context, 
involving both public and private transfers, 
exchanges, and expectations. The social 
and the economic dimensions of these 
relations are not two solitudes, although their 
guiding assumptions are very different (see 
Table 11.1). 


The need for fewer assumptions about 
people in generations, who are often 
assumed to be completely alike. Wolfson et 
al. (1998), for example, recognize the need 
to distinguish individuals not only by age but 
also by gender and income. 


Similarly, analysts should try to adopt some 
real and accurate sense of people of different 
ages in families, sharing and caring for each 
other. The image of competing generations, 
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Table 11.1 


Three Models of Intergenerational Transfers: 
Basic Assumptions and Definitions 


ile 


3. 


[5] 


[6] 


Policy Questions @ 


Economic 
Dominant Concern e 


Prevailing Concepts e Fairness 


Problems arising from transfers of resources among generations 


e Individual and horizontal equity at age group level 


e Incentives to work and save 


Policy Questions e Limiting tax burdens 


e Curbing expenditures on social programs 


e Increasing labour supply 


Sociological 


Dominant Concern e Transforming relations among generations in an aging society 


Prevailing Concepts e Power 
e Status 
e Security and insecurity 


Policy Questions ® 


Social Policy 


Dominant Concern e 


Prevailing Concepts e 


of children and the old, is evocative of free- 
floating bands of urchins and seniors who 
are disconnected from families. This is 
unlikely. More research and data on the 
sharing of resources in families, both social 
and economic, is needed to build viable 
policy options. 


A global sense of the magnitude of the flows 
between generations is needed, not only 
from today’s old to today’s young, but of the 
longer term historical flows. Some of this may 
be possible with simulations, some with 
longitudinal data such as the Survey of 
Labour and Income Dynamics (SLID), and 
some with the use of Generational 
Accounting. Examples of some of these are 
offered in Corak (1998). 


Dynamism of intergenerational relations is 
not being fully captured with existing data. 
Reciprocity, interrelations, inter- 
dependencies and exchanges are only 
partially captured, some for the first time. 
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Generational interdependence 


[7] 


[8] 


Status of older people and their social integration 


Welfare of older people and quality of living standards of all generations 


Action to improve living standards for today’s older people 


With SLID and other longitudinal survey data 
this will be partially addressed. 


The transmission of “social capital,” either 
in the public or private realm, is not well 
captured by the existing statistical system, 
although clearly some important aspects of 
relative advantage and disadvantage, and 
of social value and family transmission have 
been effectively assessed by the authors of 
Chapters 4 through 8. 


Gaps exist in the measurement of the 
intergenerational transfer of risks. The focus 
often seems to be on the transfer of assets, 
income and taxes/transfers. This is vital to 
Canadian values of hard work and sacrifice 
for the benefit of one’s children, even though 
the risks to health and well-being of parents 
might be large, thereby creating risks for 
children. 


In my view, a vital policy question—that | 
emphasize in McDaniel (1997)—remains 
unaddressed, namely the degree to which 


private generational transfers can substitute 
for diminishing public transfers. Almost 
nothing is known about this. 


[10] There is a need for the collection of more 
data on private intergenerational transfers 
including bequests, but also possibly gifts in 
kind and assistance of various sorts. 


2. Is a New Generational 
Compact Emerging? 


Walker (1962, 1-2) argues that “...industrial so- 
cieties are confronting a new generational cross- 
roads.” He quickly adds that this is not new to 
modern society: “In Britain there is evidence from 
the sixteenth century that when village commu- 
nities were faced with economic hardship older 
people were sometimes marginalized and their 
financial relief portrayed as a burden on the com- 
munity” (p. 24). So, the social construction of age- 
group conflicts predates today’s debates about 
intergenerational equity by some 400 years! 
Added emphasis is given by Cheal (1987) who 
shows that there is nothing inexorable about life 
course and “net aid flows.” In fact, based on the 
1978 Family Expenditure Survey, he shows that 
the predominant flow is from older to younger 
age groups, contrary to prediction, prevailing 
theory, and the presumptions of most current 
models of intergenerational transfers. 


Economic changes and the restructuring of 
the welfare state have necessitated the 
fashioning of a new generational compact, the 
contours of which are only beginning to emerge. 
| develop a typology of the new compact in 
McDaniel (1997), and am led to the conclusion 
that institutional changes in pensions, health 
care, social assistance, aids to independent 
living, child support and care, all imply shifts in 
both the public and private intergenerational 
compact. 


The increase in the polarization of the status 
of young versus old, and of poor versus rich is 
now well documented: greater dependence of 
young adults due to insufficient incomes and 
access to jobs (Chapters 2 and 10), the 
polarization of educational opportunities (Chapter 
8), of health outcomes (Chapter 9), of 
employment, earnings, social transfers and family 
characteristics (Chapter 2), and of net tax and 
transfers among pre-retirement and post- 
retirement cohorts (Hicks 1998, Murphy 1998). 
The questions that arise concern the degree to 
which polarization is the way forward for Canada, 
and the degree to which analyses along 
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generational lines are useful. Analyses along this 
dimension may be important in setting a context 
for policy, but can ultimately be diversionary from 
the real needs of those within each generation 
or group. 


Three factors provide evidence of the emer- 
gence of new generational compacts, which may 
paradoxically, derive from generational and socio- 
economic polarization. First, generation is first 
and foremost a family concept, meaning that 
transfers within families, both economic (mobil- 
ity and assets) and social (health, well-being, 
intellectual capital) make the notion that 
polarization is occurring among generations less 
compelling. An understanding of the nature and 
degree of intergenerational mobility as well as of 
the underlying mechanisms is central. This is why 
the findings in Chapters 4 and 5 are important. 
With polarization among current generations 
could come deeply exaggerated polarization 
among the next generation, as income, wealth, 
and social capital are transferred within families. 
The finding by Fortin and Lefebvre in Chapter 4 
that greatest immobility occurs at the very top 
and very bottom of the income distribution lends 
support to this possibility. There is more evidence 
uncovered by Corak and Heisz in Chapter 5 who 
find that the residential mapping of socio- 
economic status as well as the nature of parental 
income matters to mobility. All the work in 
Chapters 6 through 9 help to fill in the details of 
the possible underlying mechanisms. Families 
are the central agents in making intergenerational 
transfers, in some ways making up for lost public 
transfers by pooling resources, in other ways, 
working to increase the polarization between rich 
and poor Canadians. 


The second factor suggesting the 
emergence of a new generational compact is that 
generation per se is an increasingly inaccurate 
proxy for real dependency, social or economic, 
as the categories of dependency blur and 
correspond less with life course stages. The 
labels “worker,” “pensioner,” and “child” may be 
less and less clear as workers have no work or 
are more insecure and less continuously working, 
as pensioners have less access to pensions but 
are de facto retired, and as children increasingly 
work in part-time jobs to help support increasingly 
insecure families. The work in Chapter 10 
underscores some of these points, but Mannheim 
(1952, p. 311) recognizes this issue clearly: 


If we speak simply of “generations” without 
any further differentiation, we risk jumbling 
together purely biological phenomena and 
others which are the product of social and 
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cultura! forces: thus we arrive at a sort of 
sociology of chronological tables which uses 
its bird’s-eye perspective to “discover” 
fictitious generation movements to 
correspond to the crucial turning-points in 
historical chronology. 


Third, a new compact may be emerging 
because the concept of public intergenerational 
transfers should be widened to include workplace 
policies (McDaniel 1997, Gunderson and Hyatt 
1998). The example | use is the de facto 
intergenerational transfer effect of seniority 
policies that potentially widen the gap between 
the productivity profile and the wage profile, 
entailing an unintended transfer from younger 
workers to older workers. That seniority policies 
are not as strong during the recent period of 
restructuring in Canada may have implications, 
thus far uncaptured, for intergenerational 
transfers, and could mark another way in which 
a new generational compact is developing. More 
data and research on these subtle and “hidden” 
aspects of intergenerational relations would 
greatly assist policy makers. 


3. Differing Models of 
Intergenerational Transfers 
and Policy 


Three different models of intergenerational 
transfers with their basic defining assumptions 
are presented in Table 11.1. What is contested is 
not the assumptions of each model, but the policy 
choices each points toward. That tension exists 
on these choices is evident in recent federal and 
provincial budgets that ultimately balance, in 
varying ways, deficit considerations against living 
standards and quality of life concerns (primarily 
for the old, but also for vulnerable children). 


In each of these models generation means 
something quite different, as do generational links 
and responsibilities. In the economic model, 
generation typically is synonymous with age 
group, sometimes large groupings (for example, 
65 and older or older than 18 years of age) or 
even single years of age. This is an accounting 
perspective, reminiscent of Mannheim’s concerns 
about the definition of generation rather than a 
social reflection of networks of responsibilities 
and entitlements that connect people in society 
(McDaniel 1996). With the sociological model, the 
relational aspect of generation is present, but no 
clear definition is widely used. In the social policy 
model, the sense is of moral norms and 
obligations of generations, one to another, 
obligations that are enhanced by state policies. 
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In all three models, the demographic concept of 
generation as the time needed to bring one’s 
offspring to the stage of reproduction, is not the 
definition used. 


Mannheim (1952, 293-94) calls attention to 
a missing policy-relevant aspect of 
intergenerational transfers, at least missing from 
the existing knowledge base in Canada. It is the 
transmission of ideas, mindsets, progress. He 
has this to say: 


...our Culture is developed by individuals who 
come into contact anew with the accumulated 
heritage... a fresh contact (meeting 
something new) always means... a novel 
approach to assimilating, using, and 
developing the proffered material... in the 
case of generations, the “fresh contact” with 
the social and cultural heritage is determined 
not by mere social change... it facilitates re- 
evaluation of our inventory and teaches us 
both to forget that which is no longer useful 
and to covet that which has yet to be won. 


In intergenerational transmission are the 
seeds of innovation. 


In this essay | point out the narrowness of 
many popular approaches to the concept of 
intergenerational equity. My analysis calls for a 
broadening and deepening of data collected, 
analyses undertaken, and policy questions 
posed. To illuminate policy questions on 
intergenerational relations, much more needs to 
be known about intergenerational transfers than 
simple analyses of dependency ratios and bal- 
ances in payouts allow. The papers in this vol- 
ume open the door to more complex and nuanced 
data capture and analysis work on the complex- 
ity of intergenerational relations. 
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Intergenerational Equity: The Objectives of Policy 


Bos BALDWIN 


1. Equity for Future Generations 


A great deal of concern has been expressed in 
the chapters of this book and in those of the 
companion volume about the current situation of 
both young adults and children in Canada (Corak 
1998). With respect to young adults, the difficulty 
of gaining well paid employment and attaining a 
reasonable standard of living is a focus of many 
of the chapters. Indeed, as Morissette illustrates 
in Chapter 3, young men are on an earnings tra- 
jectory that is much lower in relation to older co- 
horts than has been typical in the past. The 
condition of children and the rise in child poverty 
is often dealt with as a point in time problem. 
Yet, it is clearly related to the situation of young 
adults. Moreover, a number of the chapters shed 
valuable light on the intergenerational transmis- 
sion of social and economic status as well as a 
variety of behavioural characteristics. Notwith- 
standing the variety of concerns about the sta- 
tus of children, however, horizontal equity is not 


raised as an issue. Concern for younger genera- 
tions has also focussed on their ability to finan- 
cially support a growing elderly population and a 
large accumulated public debt. 


To gain a perspective on the issues that have 
and have not been covered by the authors | 
propose to note the key elements in the legacy 
that younger generations should hope to receive 
from their predecessors. In view of the comments 
that | will make later about the elderly | should 
make it clear that central aspects of the prevailing 
life cycle are taken as given: children live with a 
parent or parents and acquire education and skills 
until late adolescence or young adulthood when 
they enter the labour market and form their own 
household more or less at the same time. (The 
work in Chapter 10 suggests that this process is 
not in fact as immutable as | make it out to be.) 
The immediate standard of living in childhood is 
determined primarily by transfers from the 
parents earned income, although the authors of 
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Chapter 2 draw attention to the increasingly 
prominent role of public transfers for low income 
families in the recent past. 


Younger generations should hope to inherit: 


[1] apublic and private capital stock of sufficient 
quantity and quality that it can provide good 
employment opportunities for everyone who 
is willing and able to work; 


[2] knowledge and skills that permit productive 
employment on the most modern 
technologies, the capacity to invent, and 
participation in the social and political life of 
the community; 


[3] a natural environment that supports both 
economic production and recreational 
activity; and 


[4] social peace, both as an end in itself, and 

as a support for the enjoyment of material 

- well being and as a facilitator of its 
production. 


These conditions have not emerged as an 
explicit focus of discussion in most of the 
chapters, but implicitly most of them are 
addressed. 


Generally speaking the research dealing with 
the labour market status of young adults— 
principally Chapters 2, 3, and 10 but also 4 and 
5—can be viewed as a commentary on the 
quantity and quality of the capital stock. But it is 
striking that none of the chapters deals directly 
with the current or future capital stock. In addition, 
there is a connection between the issues dealt 
with in these papers and the conditions required 
for social peace. The intergenerational and point- 
in-time inequalities that are documented can fairly 
be construed as potential contributors to a lack 
of social peace. The several chapters that 
document the transmission of socio-economic 
inequality as well as other social behaviours and 
characteristics (Chapters 4 though 9), add 
important dimensions to our understanding of the 
transmission of inequality through time. There is 
a risk that the perpetuation of social and 
economic exclusion from one generation to the 
next will undermine the stake that the excluded 
will feel in maintaining a stable society. 


The chapter by de Broucker and Lavallée 
(Chapter 8) deals directly with equipping younger 
Canadians with the knowledge and skills required 
for life in the labour market and in the wider 
society. It brings the good news of a general 
increase in attained levels of education and 
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literacy. But it also brings the unfortunate news 
that closing relative gaps in attainment from one 
generation to the next is difficult unless one is 
very well off. 


Finally, there is little to be found in the chap- 
ters of this book or in Corak (1998) that bears on 
the protection of the natural environment. 


Two final issues are worth noting. First, it 
should be clear that the legacy required by 
younger generations can be understood in large 
part through conventional measures of economic 
well-being. But it also encompasses dimensions 
that are not thoroughly understood in that way. 
This is most evident when environmental well- 
being is considered. Considerations of social 
exclusion and security, and acquiring knowledge 
as an intrinsic good, also suggest the need for 
supplementary measures of well-being. Debates 
on what constitutes well-being and how to 
measure it are to be welcomed and encouraged. 
Second, it is important to recognize that progress 
on all dimensions of the legacy have involved 
public and private initiatives in recent decades. 
The public sector has been a major direct source 
of employment opportunities in the post World 
War II period. It has been a particularly important 
source of good employment opportunities for 
women. The combination of publicly administered 
institutions and publicly financed private 
institutions have played central roles in the 
acquisition of skills and knowledge. Efforts to date 
on environmental protection have relied heavily 
on a combination of government regulatory, tax 
and spending measures. Taxes, transfers and 
labour market regulations have contributed to the 
preservation of social peace by limiting inequality. 


At one level it is a matter of stating the 
obvious to note that public initiatives have played 
an important role in contributing to the legacy 
inherited by younger generations. But the 
prevailing spirit of market liberalization runs the 
risk of thoroughly undermining this role. 


2. Equity in Retirement 
Arrangements 


One of the specific concerns that has been raised 
about the situation of today’s young people is that 
they will face a crushing burden when it comes 
to financing pay-go public pension arrangements. 
In turning to this issue, two preliminary points 
should be made. 


First, given the recent but now deeply en- 
trenched social practice of retirement, the older 


members of the population are no longer deriv- 
ing the bulk of their income from employment, 
nor are they expected to. The central question 
becomes how to make sure that this large and 
growing number or retired people have incomes 
that are reasonable by prevailing standards 
without imposing an intolerable burden on 
younger generations. Unlike the situation with the 
pre-employed young, income and care for the 
elderly is provided mainly outside the framework 
of intra-family transactions. 


Second, since the issue of the cost of 
retirement income programs has been cast in 
large measure in terms of the aging of the baby 
boom generation, it is important to clarify that a 
much longer term process of the aging of society 
is underway. Indeed, it is the baby bust that 
followed 1966, rather than the baby boom that is 
the chief agent of change. Thus, pay-go pension 
costs in Canada remain virtually unchanged after 
the baby boom has passed through the retirement 
years. Indeed, the boomers and the members of 
Generation X share the experience of paying 
more for their CPP/QPP benefits than the 
previous generation, while receiving the same 
level of benefits. The baby boom and Generation 
X share more in common with each other in terms 
of the balance of their contributions and benefits 
than either does with preceding or succeeding 
generations. 


In contemplating the aging of the population, 
itis important to bear in mind the income situation 
of the currently elderly, and what the retirement 
income prospects are for the future elderly if 
current arrangements are unchanged. 


In this regard, there is some good news to 
report. The incidence of low income has been 
declining although it remains far too high, 
especially for the single elderly, most of whom 
are women. Moreover, it appears that many 
people make the initial transition from work to 
retirement quite comfortably. A comfortable 
transition seems to be associated with years of 
participation in a “good” workplace pension. But 
many do not even make the initial transition 
comfortably: incomes seem to decline during the 
retirement years compared to the population at 
large, and the transition from being a member of 
a couple to being a lone survivor is a source of 
declining living standards. It should be noted that 
most of what we “know” about these transitions 
are based on inference, given the absence of 
appropriate longitudinal data. 
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There are more grounds for pessimism than 
optimism when considering the incomes that 
existing arrangements are likely to generate for 
future retirees. Once again there is some good 
news: more older women will have CPP/QPP 
retirement benefits in their own right and that will 
help to reduce the incidence of low incomes. But 
bearing in mind the relatively low rates of female 
participation in workplace pensions, there may 
not be a corresponding improvement in the 
degree to which women retirees maintain their 
standard of living in retirement. Further, there are 
labour market developments that reduce the 
likelihood that people will be members of 
workplace pensions in the future. It is worth noting 
that women and others who are disadvantaged 
in the labour market have traditionally been 
under-represented in these plans, and now 
concern needs to be shown for the young adults 
who are having well documented difficulties 
gaining access to good jobs. Moreover, the recent 
decline in interest rates will have a negative effect 
on investment income and it has been speculated 
that the post 1966 baby bust will reduce capital 
gains on principal residences. 


Finally, in the face of even modest real wage 
growth, the price indexed OAS will decline over 
time. As has been noted for some years, the 
declining relative value of OAS benefits has 
important implications. It increases the incidence 
of low-income and inequality in the distribution 
of income (Murphy and Wolfson 1991, and 
Wolfson and Murphy 1997). At a more 
instrumental level, the declining value of OAS 
makes it more difficult for middle income 
Canadians to maintain their standard of living in 
retirement. 


There is then a risk that the aging of the 
population will bring with it a growing portion of 
the population living on substandard incomes. 
This is not true simply for aging baby boomers, it 
is true for succeeding generations as well. 
Notwithstanding the need‘to address the 
retirement income needs of current and future 
generations of the elderly, Canadians have 
entered a debate about the affordability and 
sustainability of our relatively modest public 
pension arrangements that simply ignores 
retirement income needs. All generations, but 
especially future generations, tend to be treated 
as if they will always be payers of pension 
contributions and will never be retirees 
themselves. 
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Given the concern that has been expressed 
in recent years about the intergenerational 
unfairness of public pensions, it is interesting to 
reflect on three aspects of the situation of the 
current elderly. They would seem to be an im- 
possible combination given the way in which con- 
cerns about unfairness are being expressed. First 
of all, the current elderly are the recipients of the 
biggest intergenerational transfers within the 
OAS and CPP/QPP. People born between 1911 
and 1922 got to take advantage of full OAS and 
CPP/QPP benefits but paid little to support ear- 
lier generations through these programs. If we 
were to take our ethical cues from people who 
are expressing concern about the 
intergenerational fairness of OAS and CPP/QPP, 
we might characterize today’s elderly as “rip off 
artists” or something to that effect. However, the 
second thing to remember about today’s elderly 
is that they live on incomes that are somewhat 
substandard by prevailing norms. To put it 
somewhat differently, today’s elderly do not seem 
to be making unreasonable claims on national 
income, even though they are the recipients of 
large net intergenerational transfers. Finally, it is 
striking that in so far as a particular generation is 
being singled out for disapproval in the discussion 
of intergenerational transfers, it is the baby boom 
and not today’s elderly. The net intergenerational 
transfers to the baby boom will be much smaller 
than the transfers to the current cohort of elderly. 


It is a matter of pure speculation as to why 
popular disapproval has not fallen on the current 
generation of older Canadians. No doubt part of 
it turns on the fact that it is difficult for working 
age people to focus resentment on their parents 
and grandparents. But the lack of resentment 
might also reflect the fact that today’s elderly left 
a legacy to the working population that satisfies 
most of the conditions of an appropriate legacy 
that I’ve discussed. In other words, there may be 
an acceptance that the receipt of a large 
intergenerational transfer through the OAS and 
CPP/QPP is a rather trivial concern in light of the 
economic and social foundations that today’s 
elderly put in place for successor generations. 


By analogy, even if it was true that the 
intergenerational fairness of the CPP/QPP could 
be improved by the measures proposed by the 
federal government, it would hardly be a cause 
of celebration by today’s younger generations if 
lower CPP/QPP contributions during their 
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working lives were part of a package that included 
poor employment prospects, a general decline 
in environmental and social conditions, and lower 
relative incomes in old age than those received 
by current retirees. 


3. Conclusion 


Being fair to older generations and to younger 
generations is a substantial challenge at any 
moment in time and through time. Moreover, the 
challenges are quite different thanks to the way 
that family relationships evolve through the life 
cycle and because of the obvious difference in 
the positions of older and younger generations 
in their life-cycles. 


For older people, fairness revolves in 
substantial measure around tax and transfer 
issues. How can the retired population be 
provided with a reasonable share of national 
income without imposing an unreasonable 
burden on younger generations? To date it should 
be noted that younger Canadians have been 
spared the obligation to support older Canadians 
to a degree that would allow older Canadians to 
have incomes that are the norm in our society. 


Being fair to the young involves a much wider 
range of considerations. Popular attention has 
been drawn to financial problems that are seen 
as being passed on from older to younger 
generations, namely the public debt and maturing 
pay-go pension plans. Yet the big question for 
today’s young—like all young generations—is 
whether they will inherit the real economic 
capacity to provide good living standards for 
themselves while taking care of older generations 
and any negative legacies left by prior 
generations. An affirmative answer to this 
question requires strength in both private and 
public institutions. Presently, the rather narrow 
approach that is being taken to deficit and debt 
reduction is combining with the philosophy of 
market liberalization in a way that is jeopardizing 
the public sector presence that is necessary to 
future well being. 


l’ve noted many shortcomings in data and 
analysis, but it is striking that so many of them 
relate to difficulties in capturing the contribution 
of the public sector to our social and economic 
life. 
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Tableau 3.9 
Fraction des périodes de faible salaire d’une durée au moins égale au nombre d’années en question 


Année au cours de laquelle une période de faible salaire a commence 


1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 


1986 1987 1988 1989 1990 1991 1992 


A. Faibles salaires définis comme étant 13 509 $ en dollars de 1993 


2 ans 39,1 41,0 39,0 40,2 40,3 45,4 46,9 46,8 47,3 47,7 44,4 45,0 44,1 44,2 45,9 45,8 45,2 
3 ans 19,2 19,0 20,1 20,5 21,4 25,9 24,5 25,9 26,7 26,2 24,1 24,2 23,0 24,6 25,0 24,4 
4 ans 10) 11,0 iia 11,4 12,8 1526 14,4 15,3 16,1 14,9 14,2 13,9 14,1 14,1 ay 
5 ans 6,0 6,9 7,1 UD 8,3 9,2 8,9 9,1 10,2 9,1 8,6 8,1 8,8 9,0 
6 ans 3,9 4,3 4,9 Be 5,0 5,6 5,6 Seif 6,6 5:3 5,4 5,5 BW, 
7 ans 235 ow 3,4 3,8 6) 5) 3,9 3,6 Chit 4,2 hil 3,6 ohif 
8 ans 1,6 2,4 2,6 25 2,4 Pip 25 2,6 2,9 2,6 2,4 
9 ans 1,1 1,6 1,9 1,8 Wie eal 1,8 1,9 2,0 1,9 
10 ans 1,0 1,4 1,4 123 tee lea 123 12) de 
Nombre de 
périodes 9775. 4129 4280) 4087" 4 452 4659 5667 5976 5 446 5269 5365 5272 5147 5272 5674 6323 6062 


B. Faibles salaires définis comme étant moins de 21 073 $ en dollars de 1993 


2 ans 48,4 49,7 48,8 51,2 50,8 55a, 55,8 56,4 ByA0) 57,8 56,4 56,3 54,0 Bow 57,0 54,0 53,9 
3 ans 28,3 28,6 28,6 Shili/ 32,3 36,7 34,0 36,3 Sind 37,6 35,4 34,9 33,8 34,9 36,7 BO ,0 
4 ans 18,1 18,8 18,6 21,0 23,0 25,8 23,0 24,9 26,4 25,5 24,4 24,0 PXEVT( 23,9 25,9 
5 ans 12:3 ae} 12,0 15,1 17,0 18,5 16,0 17,8 19,2 18,4 WA) 16,9 16,9 16,6 
6 ans 8,9 9,5 8,6 11,3 12,6 Are eS 1255 14,0 ere 12,5 12,9 12,6 
7 ans 6,7 7,6 6,5 8,5 9,1 9,4 8,3 9,0 10,8 10,0 9,1 9,6 
8 ans 5:3 Bay 5,4 6,5 7,0 6,8 6,3 6,6 8,4 7,6 6,9 
9 ans 4,3 4,6 4,1 4,9 5,4 4,9 4,8 5.2 6,5 6,0 
10 ans 3,4 3,8 66} 3,9 4,2 3,8 3,8 4,0 5,1 
Nombre de 
périodes 4 201 4692 4841 4693 5109 5218 6206 6375 5721 5608 5652 5620 5487 5 769 6127 6,614 6,162 


Nota : Les inscriptions dans le tableau deésignent les nouvelles périodes de faible salaire chez les travailleurs masculins qui avaient entre 18 et 50 ans au début de la période. Sont incluses les 
périodes incompletes et les périodes terminées. 
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Tableau 2A.2 — fin 


Résultats des régressions logistiques de la probabilité qu’un individu 
ait un revenu inférieur a la moitié du revenu médian 


a 


1973 1981 1988 1994 1995 


Coefficient Statistique t Coefficient Statistique t Coefficient Statistique t Coefficient Statistique t Coefficient Statistique t 
ee 
Deux adultes ou plus, aucun enfant, deux 
soutiens ou plus® 
Deux adultes ou plus, un enfant ou plus, un 


soutien 2,505 15,09 2,476 17,26 2,841 15,92 1,928 11,00 2,340 14,88 
Deux adultes ou plus, un enfant ou plus, deux 
soutiens ou plus 1,479 9,05 1,006 7,61 1,229 7,66 0,733 5,21 0,677 4,81 
Taille de l’échantillon 8 390 10 464 9 670 12 167 11 085 
Chi carré modeéle 1554,75 1724,45 1902,85 1911,99 1818,92 


D. 65 ans et plus 


Coordonnée a lorigine -6,056 -15,98 -6,312 -22,08 -7,365 -20,68 -6,323 -17,44 -6,815 -15,58 
Etudes 
Primaires 1,216 3,83 0,733 3,60 0,840 3,90 0,493 1,88 -0,167 -0,69 
Secondaires 0,765 2,38 0,267 1,29 0,595 Cnle -0,122 -0,46 -0,782 -3,11 
Universitaires partielles / collégiales 0,256 0,74 -0,050 -0,22 0,503 2,10 -0,132 -0,42 -1,066 -3,21 


Dipl6me universitaire® 

Nombre de soutiens 
Aucun 2,258 11,78 2,614 12,04 3,062 10,09 1,864 6,46 lemon 4,83 
Un 0,910 4,78 1,520 7,00 1,734 5,79 0,630 2,12 1,022 2,76 
Deux ou plus? 

Nombre d’adultes 
Un 1,403 10,69 0,923 7,98 -0,025 -0,15 -0,634 -2,94 0,384 isy 
Deux -0,027 -0,21 -0,663 -5,64 -0,913 -5,59 -1,305 -6,02 -0,463 -1,91 
Trois ou plus? 

Protection en matiere de pensions 


Aucun RPC/RRQ, régime de retraite privé 0,180 0,95 1,395 8,46 2,132 9,87 2,825 8,10 1,982 4,11 
RPC/RRQ, aucun régime de retraite privé 1,689 10,11 1,829 14,97 2,101 13,91 225 9,52 EBS TCH 9,57 
Aucun RPC/RRQ, aucun régime de retraite 
privé 2,218 14,55 2,925 24,52 3,703 24,61 4,147 18,52 4,348 16,14 
RPC/RRQ, régime de retraite privé? 
Taille de l’échantillon 7 225 10 260 10 573 11 272 10 426 
Chi carré modéle 2260,98 3097 ,42 2071,74 1001,56 842,14 


ee 


® Catégories de référence. 
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Tableau 2A.2 — suite 


Résultats des régressions logistiques de la probabilité qu’un individu 


ait un revenu inférieur a la moitié du revenu médian 
a ae ae a ee ie OR ee es oe Pd a Be 


1973 1981 1988 1994 1995 


Coefficient Statistique t Coefficient Statistique t Coefficient Statistique t | Coefficient Statistique t Coefficient Statistique t 
——— ee a a ee ee ee Ee 


Diplome universitaire? 
Type de famille / Nombre de soutiens 


Personne seule, aucun enfant, aucun soutien 6,568 15,08 7,088 Gwar 5,541 24,89 4,524 27,59 4,720 24,77 
Personne seule, aucun enfant, un soutien 2,363 10,61 2,272 14,85 2,494 18,77 1,936 16,52 1,791 13,43 
Un adulte, un enfant, aucun soutien Hille 10,88 7,901 8,55 6,358 14,85 4,142 19,32 Siti 15,81 
Un adulte, un enfant, un soutien 2,695 We 3,393 15,53 3,351 16,67 Zyoval 11,90 2,514 11,81 
Un adulte, deux enfants ou plus, aucun soutien 7,243 12,46 7,057 OAS 6,983 We) TAs! 4,726 22,80 5,069 20,72 
Un adulte, deux enfants ou plus, un soutien 3,812 homie 3,886 18,56 4,143 21,63 3,003 15,50 3,045 14,19 
Deux adultes ou plus, aucun enfant, aucun 

soutien 4,765 11,54 3,831 127, 4,357 17,56 3,089 14,84 3,056 13,91 
Deux adultes ou plus, aucun enfant, un soutien 1,769 6,54 2,218 11,99 1,728 8,74 1,497 9,22 1,901 11,34 


Deux adultes ou plus, aucun enfant, deux 
soutiens ou plus? 
Deux adultes ou plus, un enfant ou plus, aucun 


soutien 5,906 16,17 6,291 18,81 5,930 20,62 4,884 PAE 1\(0) 5,128 22,44 
Deux adultes ou plus, un enfant ou plus, un 
soutien 2,149 10,93 2,476 17,24 2,549 18,93 2,122 iso 2,393 17,82 
Deux adultes ou plus, un enfant ou plus, deux 
soutiens ou plus 0,946 4,48 0,910 5,98 1,061 7,82 0,253 1,93 0,528 3,69 
Taille de I’échantillon 11 320 lt 225 16 747 15 354 12 481 
Chi carré modéle 1592535 2910,31 2984,63 2826,06 2304,55 
C. 45-54 ans 
Coordonnée a l’origine -5,928 -16,57 -4,708 -23,46 -5,197 -26,75 -4,418 -32,15 -4,007 -31,83 
Etudes 
Primaires 2,486 7,47 1,463 ths) 1,722 9,54 1,028 AG 0,576 4,23 
Secondaires 1,589 4,74 0,686 3,08 0,945 5,29 0,816 6,44 0,465 4,02 
Universitaires partielles / collégiales 0,634 1,66 0,200 0,88 0,767 3,80 0,477 3,22 0,225 1,65 


Diplome universitaire? 
Type de famille / Nombre de soutiens 


Personne seule, aucun enfant, aucun soutien 6,631 16,55 4,757 Zoro 5,791 26,91 4,442 29,67 4,626 30,16 
Personne seule, aucun enfant, un soutien 2,287 11,05 2,028 13,20 2,466 16,38 1,857 15,30 1,787 14,47 
Un adulte, un enfant ou plus 4,135 11,59 3,468 12,46 3,546 12,60 3,009 13,81 2,601 11,81 
Deux adultes ou plus, aucun soutien 4,811 22,51 4,352 25,58 4,089 24,27 OMe 29,38 SEA ks 27,16 


Deux adultes ou plus, aucun enfant, un soutien 1,562 8,67 1,796 13,94 1,854 11,69 1,455 11,62 1,487 11,88 


0€ 


Tableau 2A.2 


Résultats des régressions logistiques de la probabilité qu’un individu 
ait un revenu inférieur a la moitié du revenu médian 


1973 1981 1988 1994 1995 


Coefficient Statistique t Coefficient Statistique t Coefficient Statistique t Coefficient Statistique t Coefficient Statistique t 


A. 0-14 ans 


Coordonnée a l’origine -2,168 -24,42 -1,358 -17,28 -0,820 -9,15 -0,880 -9,74 -0,889 -8,90 
Age de la famille 
Moins de 26 ans? 


27-34 ans -0,746 -9,38 -0,757 -10,47 -1,095 -13,37 -0,923 -10,85 -0,663 -7,07 
35-44 ans -0,606 -7,97 -0,933 -12,74 -1,552 -18,61 -1,067 -12,67 -0,963 -10,34 
45-54 ans -0,259 -3,11 -0,582 -6,49 -1,165 -10,71 -0,951 -8,73 -0,662 -5,67 
_55 ans et plus 0,144 Tei -0,303 -2,09 -1,525 -7,89 -1,304 -6,28 -0,909 -4,18 
Etudes 
Primaires 0,849 19,47 0,982 19,03 0,765 11,07 0,710 8575 0,541 5,74 
Secondaires? 
Universitaires partielles / collégiales -0,639 -8,07 -0,709 -10,41 -0,493 -8,03 -0,397 -6,83 -0,039 -0,67 
Diplo6me universitaire -2,079 -12,27 -0,952 -10,25 -1,074 -11,99 -0,779 -9,50 -0,812 -9,09 
Nombre d’enfants 
Un? 
Deux 0,340 4,40 0,215 3,40 0,287 4,20 0,067 1,06 0,236 3,59 
Trois 0,900 11,36 0,779 11,43 1,013 13,34 0,628 8,90 0,420 5,48 
Quatre ou plus 1,957 25,49 1,404 17,94 1,792 20,34 1,241 14,57 1,071 11,67 
Type de famille / nombre de soutiens 
Un adulte, aucun soutien 4,372 24,26 4,167 25,54 4,010 26,28 2,343 29,39 2,314 26,15 
Un adulte, un soutien shl7/ Was,7/70 1,082 14,41 1,188 15,95 0,681 9,22 0,363 4,65 
Deux adultes ou plus, aucun soutien 3,621 24,08 3,733 21,64 3,499 22,03 3,033 28,69 2,729 24,54 
Deux adultes ou plus, un soutien 
Deux adultes ou plus, deux soutiens ou plus = -0,865 -19,31 -1,285 -26,55 -1,257 -23,24 -1,312 -22,61 -1,515 -25,13 
Taille de I’échantillon 24 253 25 438 22 380 2827, 18 360 
Chi carré modéle 6253,40 6272357, 6501,76 5861 ,47 4799,58 
B. 25-34 ans 
Coordonnée a l’origine -5,605 -21,19 -4,924 -29,91 -4,539 -31,39 -4,057 -32,56 -3,943 -29,04 
Etudes 
Primaires 2,043 10,18 1,623 13,31 0,870 67.3 0,716 5:25 0,595 4,06 
Secondaires 1,206 6,11 0,650 5,92 0,429 4,44 0,408 4,32 0,246 2153 
Universitaires partielles / collégiales 0,954 4,56 0,289 2,38 0,264 eon , 0,247 2,43 -0,060 -0,55 
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